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Imagine doing an analysis job 


with not 6... but 300 hands! 


_—- what happens in our Bill Fre- worth looking into. The charge is but a 
quency Analyzer which is one of the small fraction of a cent per item. 

most remarkable machines you ever saw. Get all the fact 

It is an electro-mechanical device with 300 ~ ¢ 2 

registers which automatically classify and Read the FREE booklet, “The One-Step 
accumulate—all in one step! Method of Bill Analysis,” which will give 


you further details. Send for it now! 
150,000 to 200,000 ° 


This mechanical marvel is exclusive with 
us and of especial interest to you for the 
speed and ease with which the machines 
compile bill analyses. 


Operated by our trained personnel, these 
machines can analyze between 150,000 and 
200,000 bills in one day! And no clerical 
work is required in your office. 


The cost for this unusual service is also 





RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, NEW YORK 5, N. Y. 
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BARBER - - the REGULATOR 


with a Pedigree! 


Yes, Barber Regulators have a long record for unusual performance. 
The function of a gas pressure regulator makes it of such extreme im- 
portance that only the best is good enough. When you try out different 
regulators, and experiment with makes unknown to you, you might save 
a few cents temporarily, but in the end most public utilities and service 
organizations have foved that it certainly pays to standardize on the 
brand you are sure is reliable—such as a genuine Barber. 


An effective way to cut down service calls and complaints on bills, 
and to help give the customer the full benefit of all the gas that goes 
through his meter, is to recommend and install a dependable regulator. 
Made for many years, Barber Regulators rank with the finest, for they 
are correctly designed, expertly built of the proper materials, and 
carefully tested. You and your customers will be pleased with the bet- 
ter service of these regulators. 





Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 





Certified by A. 
G.A.Test- 
ing Laboratory. 
Sizes Y%4" up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER oacssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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NORWALK Products are Stocked 
at 12 Factory Branches 


@ San Francisco @ Pittsburgh 

@ Los Angeles @ Washington 

@ Minneapolis ‘ ®@ Philadelphia 
Chicago @ New York 
Detroit @ Albany 


Cleveland @ Boston 


Service Shops in Other Cities %* Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We’ve been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 
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ef tensa is something about the ap- 
proach of the spring equinox which 
releases the human penchant for the un- 
usual if not the downright whimsical 
and fantastic. Perhaps it is the thawing 
reaction to the pent-up deep freeze of 
winter. But whatever it is, serious busi- 
ness and government circles are not 
above taking the deeper breath or the 
lighter view, as the warming sunshine 
creeps higher above the southern ho- 
rizon. 


In other words, spring poets have no 
monopoly on season capers. With the 
winter of fuel shortages and recurrent 
scares about power shortages passing be- 
hind us, it is only natural that the more 
imaginative souls this year should turn 
to mankind’s terrifying new discovery— 
atomic fission—as a basis for uninhibited 
speculation. Indeed, the “atom prophets”’ 
are becoming as articulate and perennial 
as spring poets, in their vivid descrip- 
tions of the wonderful (or terrible) 
world to come, 


WE know that the atom is here to stay 
—so to speak—and that, in the course of 
human events, it shall be put to work for 
the benefit of mankind, provided man- 
kind does not blow itself into eternity 
before that period is reached. Fortu- 
nately, we have with us the usual sound 
reserve of level headedness which has 
always characterized progress in the 
United States. The very possibility of 
the human race doing itself incalculable 
injury, as compared with its chances of 
gaining for itself incalculable benefits 
from the atom, suggests the pressing need 
at this time for a stabilizing factor. We 
refer to the regulatory phase of atomic 
development, which may prove to be 
even more important at this particular 
time than the phases of military, tech- 
nical, or industrial application. 


Sa a stabilizing agency is sorely 
needed at this time, precisely because 
MAR. 11, 1948 














E. CLEVELAND GIDDINGS 


we cannot turn our back or unduly em- 
phasize either the strictly military or 
strictly commercial development of 
atomic fission. We have arrived at a 
place in world history comparable with 
the classical dilemma of Scylla and 
Charybdis. To give the military exclusive 
domination of our new but rapidly de- 
veloping atomic production might be to 
set back peaceful developments for years, 
at a very time when a new source of fuel 
and energy would do the world, and the 
United States in particular, the most 
good. But neither can we turn our backs 
on the grave danger to our national se- 
curity which would result if strictly mili- 
tary needs, including secrecy of process, 
were ignored or even slighted. 


HENcE the importance, despite its 
youth, of our nation’s “baby” Federal 
regulatory commission—the Atomic En- 
ergy Commission. That the AEC recog- 
nizes its duty to balance, ever so finely, 
the respective needs of peace and waf 
was shown in the recent address of 
Chairman David E. Lilienthal before the 
Radio Executives Club in New York 
city. Lilienthal’s remarks about the “use 
of atomic energy for destruction on @— 
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DON'T WAIT 
FOR FIRE 
TO STRIKE... 





lie ee, 





Protect Now with GRINNELL MULSIFYRE 


Breakdown in a 16,000 k.v.a. transformer . . . 
severe internal arcing . . . relief disc blows 
out... oil is violently ejected . . . intense 
fire envelopes nearby equipment ... two 
adjoining transformers let go and add to the 
fury of the flames. It took a 112-hour battle 
to subdue the fire ~ and $50,000 to replace 
and repair the damage! 

A Grinnel Maulsifyre System now protects 
the equipment—as well as installations of many 
other public utility transformer stations. 

Wide acceptance of Grinnell Mulsifyre Sys- 
tems is based on a proved effective principle — 

in which blazin 

oil is emulsifie 

with a driving 
spray of water. 
The emulsion 
formed by the 
water spray is 


fire-extinguishing —the fire goes out in a few 
seconds — reignation is prevented. 


There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spra 
strikes conductors carrying high voltages. Mul- 
sifyre Systems are permanently installed — are 
constantly on guard when operated automatic- 
ally — or may be operated manually. 


Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flam- 
mable oils immiscible with water, wherever 
such oil is a fire hazard — in transformers and 
other oil-filled electrical equipment. 


Don’t wait for fire to strike! See that your 
equipment has this 24-hour-a-day protection 
from now on. Experienced Grinnell engineers 
will help you plan protection. 


GRINNELL ES COMPANY 


Executive Offices, Providenee 1,R8.1, 
Branch offices in principal cities, 
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8 PAGES WITH THE EDITORS (Continued) 


scale that has not yet been disclosed,” 
came after an earlier passage in his ad- 
dress in which he remarked cryptically 
that “we are improving it (the atomic 
weapon) on top of a mesa in the moun- 
tains of New Mexico,” and a still earlier 
announcement that preparations were be- 
ing made to test these models at the re- 
cently established proving grounds on 
Eniwetok in the Pacific. 


Tue AEC chairman proceeded to 
stress, however, the importance of atomic 
energy to the people. What the people 
know and think about atomic develop- 
ment will be reflected in their govern- 
ment’s decision as to its relative uses. It 
necessarily follows that access to public 
information of a proper nature must be 
kept open through civilian channels. 


ENLIGHTENED public utility executives 
already are aware of the special impact 
of atomic energy regulation on their re- 
spective industries. They have shown 
this by their prompt and willing associa- 
tion, through liaison committees, in the 
work of the AEC and the UN commit- 
tee for international patrol of atomic 
development. It is for this reason that 
readers of this publication should wel- 
come an intimate discussion of a back- 
of-scenes struggle already going on to 
clip or overthrow civilian control of 
atomic development. We present, in this 
issue, such an article from the pen of 
Win NEtson, Washington correspond- 
ent for the Indianapolis Star, and a 
graduate of the University of Wiscon- 
sin, who has been in Washington for the 
past four years doing special features 
and journalistic correspondence. 


* * * * * 


CLEVELAND GIDDINGS, vice presi- 

*dent of the Capital Transit Com- 
pany, whose article entitled “You Are 
Public Service!” begins on page 344, is a 
native of New York city who started out 
in the journalistic field with the old 
Brooklyn Standard Union, and later the 
New York World. While he was with 
the New York Journal he joined the 
ranks of the Brooklyn Manhattan Trans- 
it Corporation, prior to sale of the BMT 
properties to New York city. After that 
sale in 1939, Mr. Gipprncs served as 
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JOHN F. CHILDS 


public relations counsel for the city board 
of transportation. In 1943 he came to the 
nation’s capital to serve in the same ca- 
pacity for the Capital Transit Company, 
of which he is now vice president. He is 
not only active in civic and business af- 
fairs in the city of Washington, but also 
in the affairs of the American Transit 
Association. 


* * * * * 


OHN F. CHILDs, whose article entitled 
“Convertible Debentures As a Medi- 
um for Financing” begins on page 333, 
is assistant secretary of the Irving Trust 
Company of New York city. Born in 
Litchfield, Connecticut, in 1909, - he 
graduated from Trinity College (BM, 
32) and Harvard Business School 
(MBA, ’33). Thereafter Mr. CHILps 
studied law, graduating from the Ford- 
ham University Law School and becom- 
ing a member of the New York bar. He 
spent four years with the Navy asa Lieu- 
tenant Commander, and is the coauthor 
of a book entitled “A Practical Introduc- 
tion to Public Utility Security Analysis.” 
Mr. Cuitps for some years has been 
a recognized analyst of public utility 
securities. 


THE next number of this magazine 
will be out March 25th. 
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KEY TO A TYPIST’S HEART 


Here’s a new typing feature ... the smoothest, easiest, quickest 


Position, 3-Track Ribbon Control saves you way you’ve ever known, to turn out letters any boss will be proud 
Money, gives one third more ribbon usage 
to sign. Keyboard Margin Control*, we call it. Your fingers never leave the 
keyboard ... a flick of the keys, and both margins are set —click! Now you 
can have margin setting where it really belongs ... on the keyboard. It steps 





up performance, steps down fatigue. You'll find it only on the Remington 
KMC*-— the latest of many reasons why more Remingtons have been bought 


Key Trip instantly releases mis-stroked than any other typewriter. See it today! There’s nothing else like it in typing! 
keys that jam—no more smudged fingers 





Only the Remington KMC 
gives you all 8 at no extra cost 


Longer Writing Line often elimninetes the *KMC and Keyboard Margin Control, T. M * tres 6 
Reed for an extra, wider carriage macaine © 1947 by Remington Rand Inc. Mekers alen of world ron ned Remington Rand Portable Typewriters 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Marc! 


19 Op, @ i INNY O8 3) 





THE CARE AND FEEDING OF REGULATORY 
COMMISSIONERS 


Is public utility regulation worth its keep? Is there no lesson 
to be learned from the.continuous turnover of membership in 
Federal and state commissions? U. S.:Representative John W. 
Heselton of Massachusetts, member of the important House 
Interstate and Foreign Commerce Committee, which has juris- 
diction over legislation affecting Federal regulatory commis- 
sions, makes a strong plea for fair treatment of these valuable 
public servants. 





HOLDING COMPANY PROGRAM NOW HALF 
COMPLETED 


The Holding Company Act has been in effect more than 
twelve years and virtually all of the major holding company sys- 
tems have either had plans approved or in the making for com- 
pliance with this regulatory reform statute. Owen Ely, our finan- 
cial editor, gives us an analytical spot check on that portion of 
the holding company program amounting to about half of the 
entire list. 





HYDRO KILLS THE FISHING INDUSTRY 


James H. Cellars, public relations counsel for the Columbia 
Basin Fisheries Development Association, enters a thought-pro- 
voking protest against the appropriation of Federal funds for This 
construction of multiple-purpose dams across the main thread 





of the Columbia or Snake rivers which would have the effect the eca 
of ruining the nation's valuable salmon industry. Much has been connec 
claimed by Federal officials about saving the spawning grounds. ai This o 
But here are the facts from the fish industry's point of view. order t 
proper] 
WHAT NOW ON THE ST. LAWRENCE? must he 
The recent setback in the U. S. Senate for the proposed sea- flow of 
way-power development on the St. Lawrence has left a multitude 

of questions in its wake. For one thing, the issue is bound to The | 
pop up in the election campaign in about half the states. Roscoe ars an 
Ames, labor relations analyst, explores the situation resulting emmo 
. ‘ 

from this latest St. Lawrence development. : 
straight 





A | SO .. «. Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, review, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, employees, investors, and others. 
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JOHNNY CAPACITOR’S KILOVAR ECONOMICS 


ON-THE-SPOT KILOVARS 





ARE EVEN MORE IMPORTANT 





ON INTERCONNECTED SYSTEMS 














JOHNNY SAYS: 





This pressure is being met in part by 
the economies provided by system inter- 
connections and heavier line loadings. 
This operating practice dictates that in 
order to efficiently operate the system and 
properly control voltage, the operator 
must have control of sources and paths of 
flow of kilovars as well as kilowatts. 









The philosophy of dealing with kilo- 
ars and kilowatts as two independent 
ommodities provides a practical and 
Straightforward means of analyzing and 











GENERAL (8 ELECTRIC 
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“Capacitors have put on long pants. They are now one of the most 
important economic tools available to the system planner and designer 
to help him meet the ever present pressure to deliver lower cost power.” 


designing system supply. By this concept, 
it becomes a simple matter to operate on 
the basis of producing kilovars by auxil- 
iary means, such as capacitors, located at 
or near the load, and releasing line ca- 
pacity for carrying additional kilowatts 
of pay load. 


A General Electric field representative 
will be glad to explain in further detail 
the specific advantages of applying capaci- 
tors to your system. Write to Apparatus 
Department, General Electric Company, 
Schenectady 5, N. Y. 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





Bernarp M. BarucH 
Financier. 


WILLIAM AVERELL HARRIMAN 
Secretary of Commerce. 


Homer VILAS 
President, Association of 
Stock Exchange Firms. 


GeorceE E. Soko_sKy 
Columnist. 


FRANK W. ABRAMS 
Chairman, Standard Oil Company 
of New Jersey. 


Eprror1AL STATEMENT 
The Wall Street Journal. 


Str WitiraM Y. DARLING 
Member, House of Commons 
(Edinburgh, Scotland). 


Wicsur J. Brons 
Columnist. 


Rosert F. BACHER 
Member, United States Atomic 
Energy Commission. 
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“You cannot save free enterprise if you let the system 
which protects it go to ruin.” 


* 


“T do not believe it is meaningful to say that there is 
a shortage of savings to satisfy business needs.” 


¥ 


“All business as well as individuals should be prepared 
for a depression, even though one is not likely.” 


SJ 


“Anybody can reason himself into anything. That is 
one of the penalties of intelligence without moral re- 
sponsibility.” 

* 

“People with information are inclined to more moder- 
ate opinions, whereas those without information are apt 
to be extremists.” 


* 


“The possession of power usually renders men deaf and 
blind. They grow to think that what they do is their natural 
right and that not they, but those that question their actions, 
are at fault.” 


“This nationalization is a very queer thing. The more 
you own, it seems, the less you have. We own now the 
Bank of England . . . but I am no better off. We own 
the coal mines, and I have less coal. We own the rail- 
roads, but I can’t get a train.” 


* 


“|. it seems appropriate to point out that the social 
revolution of which we hear so much has its core in the 
popular belief that the money that comes from Wash- 
ington is free. Many of our otherwise enlightened liberals 
are still deceiving themselves with that doctrine.” 


* 


“The practical production of electric power from nuclear 
reactors will almost surely come. There will probably bea 
small-scale production within two years. While there are 
many difficulties to be overcome, we look forward to the 
operation of a large-scale reactor for the practical produc- 
tion of electrical power within, say ten years.” 
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MODERN STEAM GENERATORS 


HIS new Springfield unit is a typical example of the mod- 

ern, economical designs Springfield is building for generat- 
ing plant service in locations extending throughout the country. 
Springfield’s engineering experience covers a complete range of 
capacities, pressures, and temperatures. This particular unit is 
designed to produce 40,000 Ibs. of steam per hour at 425 p.s.i. 
and 750°F. steam temperature at superheater outlet. The heat- 
ing surfaces in boiler, waterwalls, superheater, and economizer 
are proportioned to maintain highest possible efficiency over a 
wide load range with natural gas firing. 

Springfield service includes design, fabrication and erection 
of units complete with firing, draft, and control equipment— 
all taken under a “Single Responsibility” contract. For infor- 
mation, see your nearest Springfield representative or write: 
SPRINGFIELD BOILER CO., 1960 E. Capitol Ave., Spring- 
field, Illinois. ; 








WORLDWIDE 
SALES AND SERVICE 


NEW YORK @ PHILADELPHIA 
CHICAGO ¢ SAN FRANCISCO 
WASHINGTON, D.C. @ DETROIT 
ST. 1OUIS e CINCINNATI 
SALEM, MASS. © HOUSTON 
MEXICO, D.F. © BUENOS AIRES 
Export: READING, PA. 





SPRINGFIELD BOILER CO. 


1960 E. Capitol Ave. 
Springfield, Illinois 
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14 REMARKABLE REMARKS—( Continued) 


EpitoriAL STATEMENT 
Chicago Journal of Commerce. 


Rex G. BAKER 
General counsel, Humble Oil 
& Refining Company. 


Tuomas I. PARKINSON 
President, Equitable Life Assurance 
Society of the United States. 


Rosert A, TAFT 
U. S. Senator from Ohio. 


Excerpt from the Farm Journal, 


Harvey S. Firestone, JR. 
President, The Firestone Tire 
& Rubber Company. 


VirciL JorDAN 
President, National Industrial Con- 
ference Board, Inc. 


L. M. GIANNINI 
President, Bank of America Na- 
tional Trust & Savings 
Association. 
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“The cry used to be ‘The Redcoats are coming!’ Now 
it is ‘The Reds are coming.’ In either case an attitude of 
calm vigilance is called for?” 


2 me 


“The only serious impediment in the way of producers 
of natural gas is the threat they will be subjected to 
utility regulations by the Federal Power Commission.” 


aa 


“The creation and growth of group insurance within 
the framework of the free American business system is 
one of the finest examples of what codperation between 
management and labor can achieve.” 


> 


“We have reached such a high standard of production 
that I believe we should make a deliberate effort to put 
a floor under the essential requirements of our lowest 
income families so that extreme hardship and poverty 
may be eliminated.” 


* 


“Have you noticed that Communists and their fellow- 
travelers loudly support every tax-spending proposal? 
They know of no way that will more surely destroy Amer- 
ican freedom. No bankrupt country can be strong or 
free.” 


¥ 


“The complaints against the American system of com- 
petitive free enterprise frequently come from those who 
want to gain fame and fortune by sponsoring some new 
cause. They come from failures who do not have what 
it takes to succeed under our system and therefore want 
to change the system.” 

- 


“Already, as a result of the shrinking value of the dollar, 
since 1939 individuals in the country have lost at least a 
third of their savings in bank deposits, life insurance, and 
government bonds—much more than they lost in the bank 
failures of the great depression. [The end] is not yet in 
sight if the program of public spending which the admin- 
istration has proposed for the next four years is put into 
effect.” 


* 


“When taxes eliminate the attractions of business risks, 
business is bound to suffer. Looking back less than one 
generation, weighted average taxes collected in some 50 
leading countries were just over 15 per cent of their esti- 
mated national income. The most backward countries 
taxed their people 20 to 29 per cent, while in the United 
States taxes took scarcely 11 per cent. The heavy tax 
countries of a generation ago are today either bankrupt 
or totalitarian. It is a sobering thought that taxes in the 
United States today are 30 per cent of national income.” 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 





Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


MR. TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


IRVING “RUST 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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» 1947 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 








Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Review of Current Telephone Rate Cases — An Analysis of the Capital Structure 
of Electric Utilities — Carload Traffic Studies — Progress in Regulation of Public 
Utilities — Corporate Finance — Warehouse Regulation — Motor Carrier Revenue 
and Rates — Rates of Public Utilities — Telephone Studies — Legislation 


These and others 88.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Telephone Separation Manual: 
This manual is the result of studies of the NARUC and FCC Joint Committee and develops 
@ system of procedures providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board and 
station-to-station bases of rate making. (This manual is not included in the volume of 


Proceedings above referred to) ..............: Dio sabe de shake die.adcuys ous uceae ere $2.00 
Rates of Public Utilities (1947 Committee Report) .............cccececceceees 75 
Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts ...............-+- $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 Report) ............ 1.25 

1943 Report of the Committee on Depreciation (277 pages) ................e4e ce eeeeees 3.50 
Interpretations of Uniform System of Accounts for Electric Utilities ............- 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities .............05- 1.50 


Interpretations of Uniform System of Accounts for Water Utilities .............. 150 9 


(Where remittance accompanies order we pay forwarding charges) 
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ort Job 


Four important features have earned for Interna- 
tional Trucks their wide acceptance in the utility field. 
First, is the quality of the trucks themselves—solid, rugged quality that 
pays off in long, trouble-free service and low operating cost. 
Second, is the completeness of the International line—a gross weight 
fating range of 4,400 to 90,000 pounds. 
Third, is the expert specialization of Internationals to their jobs. 
And fourth is the quick availability of thorough, economical truck 
maintenance service from International Dealers and Branches. 
For Internationals for your jobs, see your Dealer or Branch. oa 


Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY .- Chicago 
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Tune in James Melton on “Harvest of Stars.” NBC Sundays. & Nj A % 
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How 19,000 companies 
up take-home pay 


Let $60 represent someone’s weekly take-home pay. Deduct $18.75 for the 
purchase of a U.S. Savings Bond. That leaves $41.25. But $41.25 isn’t 
what the worker takes home. He takes home $41.25 plus a $25 Savings 
Bond. Total (assuming he holds the Bond till maturity): $66.25. 


WHAT 19,000 COMPANIES HAVE LEARNED 
19,000 companies operating the Payroll 
Savings Plan (for the regular purchase 
of Savings Bonds) find it has made em- 
ployees more contented—has decreased 
absenteeism—even reduced accidents! 

In addition, the Plan has other basic 
benefits to business: 


Your business is closely dependent 
upon the national economy, which will 
be strengthened by distribution of the 
public debt as widely as possible. How 
that works is described in the free 
brochure shown at the right. 


ACTION BY TOP MANAGEMENT NEEDED 
War-time emotional appeals are gone. 
Sponsorship of the Payroll Savings 
Plan by a responsible executive in your 
company is necessary to keep its bene- 
fits advertised to employees. 

The Treasury Department’s State Di- 
rector, Savings Bonds Division will glad- 
ly help you make sure the Plan is ade- 
quately maintained in your company. 






FREE BROCHURE 
expresses the views of 
two business leaders. 
Be sure to get your 
copy from the State 
Director . . . today! 





The Treasury Department acknowledges with appreciation 
the publication of this message by 


Pusiic UTiLiTies ForRTNIGHTLY 


This is an official U.S. Treasury advertisement prepared under the auspices of the 
Treasury Department and the Advertising Council 
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VALVES 


Forty-two inch ring follower 
gate valve for hydro-electric 
development with rated head 
of 470 feet. Shop tested to 
pressure of 500 pounds per 
square inch. 


LARGE VALVES 
TO MEET YOUR 
SPECIFIC REQUIREMENTS 
CASTINGS—FORGINGS 


Newport News Shipbuilding 
and Dry Dock Company 
Newport News, Virginia 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


. ASSURE POSITIVE SAFETY—the prime purpose of a control. 

. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. ° 

. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. ; 

. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST- ' 
MENTS - no time /ost in calculating or guesswork. ; 

: 5. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—a// “makes” * 

* and “‘breaks” in the electrical circuit are hermetically sealed, therefore immune to dust, . 

; dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact - 

: trouble. Mercoid switches provide an electrical contact that will give millions of perfect * 

: operations over a long period of time. : 


mown 


a 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. : 


‘ Catalog sent upon request ; 
THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINOIS 
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Y Oklahoma Utilities Association begins annual convention, Oklahoma City, Okla., 1948. 





4 American Water Works Association, Kansas Section, ends meeting, Wichita, Kan., 1948. 








1 American Institute of Electrical Engineers will hold conference, Philadelphia, Pa., 
Mar. 29-31, 1948. 





S q National Electrical Manufacturers Association begins winter convention, Chicago, Iil., 
14 1948. 





15 M 4 Canadian Electrical Association begins conference, Calgary, Alberta, Canada, 1948. 


9 Texas Telephone Association begins convention, Galveston, Tex., 1948. 





4 Nebraska Telephone Association will hold convention, Omaha, Neb., Mar. 30-31, 1948. 





| 














4 American Gas Association, Residential Gas Section, Midwest regional gas sales con- 
ference will be held, Chicago, Ill., Mar. 30-Apr. 1, 1948. 





q New England Gas Association begins annual meeting, Boston, Mass., 1948. es) 





4 American Water Works Association, New York Section, will hold meeting, Syracuse, 
N. Y., Apr. 1, 2, 1948. 





q Liquefied Petroleum Gas Association, North Central District, will hold meeting and 
exhibit, Chicago, Jil., Apr. 1, 2, 1948. 





{ Southeastern Electric Exchange will hold accounting conference, Atlanta, Ga., Apr. 
1, 2, 1948. 








q Institute of Radio Engineers begins annual convention and radio engineering show, 
New York, N. Y., 1948. 





{ Southeastern Electric Exchange will hold annual conference at Boca Raton, Fla., Apr. 
8-10, 1948. 
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{| Southern Gas Association begins annual convention, Galveston, Tex., 1948. ‘&) 
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Debentures 


As a Medium for Financing 


Their advantages and disadvantages and when, in the 
opinion of the author, their use is, or is not, advisable. 


By JOHN F. CHILDS* 


HE billions of dollars being spent 

on construction by the utility 
industry have aroused interest in 

il possible methods to raise funds. 
Convertible debentures are currently 
sharing in such interest. As a matter 
of fact, a story of “all this and heaven 
to” could easily be made out for con- 
ible debentures as a medium of 
hancing if only their advantages were 
ed and their disadvantages dis- 
Tegarded. However, unfortunately 
hing isn’t as simple as that, and 
actually just when one thinks he has 
il the answers and starts to expound 


*Assistant secretary, Irving Trust Company, 
Mew York. See, also, “Pages with the Editors.” 
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in a learned fashion about this type of 
security, someone usually upsets his 
apple cart by pointing out some incon- 
sistencies in his reasoning, or by ad- 
vancing new angles. It is, in fact, quite 
surprising how many different views 
can be obtained by talking to various 
financial experts. To find total agree- 
ment in all respects is rather unusual. 

From the investor’s standpoint, 
much has been written about the 
dangers of convertible debentures and 
how the poor innocent investor may be ~ 
burned. Actually, that side of the pic- 
ture may have been overdone, and this 
article is directed rather at the com- 
pany’s point of view, with the thought 
MAR. 11, 1948 
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that, if the security is well adapted to 
its needs, the investor, except for 
the very naive, should not be en- 
dangered. But if a company is con- 
templating using convertible deben- 
tures and if certain commission ap- 
proval is required, evidence may have 
to be offered to convince the commis- 
sion that the investing public is pro- 
tected. 

The above would appear to be 
enough introduction, but just a few 
more words are necessary. It is the 
purpose of this article to review in 
broad terms the adaptability of con- 
vertible debentures to a capital struc- 
ture, and also consider some of their 
features which are different from an 
ordinary debenture such as the conver- 
sion privilege, redemption provision, 
sinking fund, etc. While many of the 
remarks apply to convertible deben- 
tures in general, because of the nature 
of this type of security, special features 
of an industry and each particular 
company have a very important bear- 
ing on whether it can be used appro- 
priately. For the sake of brevity, where 
the remarks are specific rather than 
general, they apply mainly to electric, 
power, and light operating companies. 


ne speaking, the conversion 
feature can serve two purposes. 
First, it can be used to sweeten up an 
offering which otherwise would be 
difficult to sell. This has mainly been 
applied to financing of industrial com- 
panies. To use convertible debentures 
for this purpose generally means an 
admission of weakness on the part of 
the company. Certainly the utility in- 
dustry’s financial structure is sufficient- 
ly strong so that it does not have to 
resort to this type of debt financing. It 
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can sell debt issues without adding the 
speculative appeal. Of course, if the 
conversion privilege is attached for 
whatever reason, it generally does add 
to the price which investors will pay. 
The second fundamental purpose 
for the use of convertible debentures 
applies to the way they are being used 
by the power industry at present, and 
that is to result in strengthening the 
common stock position sometime in 
the future at a satisfactory price. In 
other words, the use of convertible 
debentures under such circumstances 
means that the company either wants 
or needs common stock. If a com- 
pany’s capitalization is so strong that 
it can stand additional debt without 
adversely affecting the capitalization 
ratios, then it can play with the conver- 
sion feature the way it pleases. How- 
ever, when a company needs common 
and then resorts to convertible deben- 
tures, the real basic problems arise. 
Then the company starts skating on 
thin ice and had better be very sure of 
its basic reasoning. In such a situation, 
convertible debentures may be justified 
under the following circumstances: 


1. When the stock market in gen- 
eral is so depressed that new stock 
cannot be marketed at any reasonable 
price. ; 

2. When the market for a particular 
stock is adversely affected because of 
a large block of stock hanging over 
the market ; for example, stock owned 
by a holding company in process of 
liquidation. 

3. When a company has such an 
extensive financing program that the 
market would not absorb all the re 
quired amount of common stock. 

4. When operations of the company 
are confidently expected to improve fo 
justify a higher price for the stock. 

5. When earnings are expected to 
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increase in the future, to prevent im- 
mediate dilution of earnings per share 
to a point where common dividend 
will be impaired. 

6. To permit a gradual strengthen- 
ing of the capital structure, where ex- 
isting debt is replaced by convertible 
debentures, and gradual conversion 
takes place. 

7. To act as a mechanical aid in the 
issuance of common stock. The direct 
offering of common stock ordinarily 
takes considerable time and is subject 
to the hazards of changing market 
conditions. For example, if the com- 
mon stock of a company is selling very 
close to par and it is desired to sell 
stock at par, a slight break in the mar- 
ket would doom a stock deal, whereas 
the sale of convertible debentures with 
the conversion feature at par for the 
common could be carried out. 


I’ is possible that convertible deben- 

tures may not result in the desired 
end; that is, in strengthening the com- 
mon stock position. Anyone who has 
had experience trying to forecast se- 
curity prices will readily admit that it 
is very difficult to tell at what price a 
security will sell in the future. The 


more a company needs common stock 
in its capitalization, the less chance it 
can take on the stock market and on 
the conversion not taking place. If a 
company can sell stock and wishes to 
use convertible debentures merely be- 
cause the market won’t afford a high 
price for the stock, that company 
should be thoroughly prepared to 
justify the fact that it can stand the 
additional debt if no conversion takes 
place. The final decision on whether 
or not to use convertible debentures 
and the price and other conversion fea- 
tures to establish, requires very careful 
judgment in balancing the company’s 
needs for common, or its ability to 
stand the debt if conversion doesn’t 
take place, the existing market level, 
and future prospects, etc. 

Perhaps one of the least contro- 
versial situations is where convertible 
debentures merely replace other debt. 
Then no harm is done, at least if the 
other debt does not have large serial 
maturities or sinking fund assuring its 
reduction. To get away from broad 


e 


TABLE I 


Debentures Eliminated 
%o 
Total 


Par Value 


Earnings 
Per Share Dividends 
Common Per Share 
(Consol.)® Common 


$1.332 
1.65 


Price Range 
Common 
H—L 


28 —22% 
31 328—258 
40 33 —25% 
3 30 —20 
232—178 
27 —20% 
292244 
344—28% 
364—29% 


7 


Ssss3e8 


1In 1938, the percentage was based on the total debentures issued in that year of $104,148,100. 
* Based on number of shares outstanding at end of each year. 
* Assuming conversion of the entire amount of debentures, earnings per share in this year 


would have been reduced to $2.13. 
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generalities, let us look at an example 
of a company which used converti- 
ble debentures very satisfactorily to 
strengthen its capital structure, and 
see how it operated. Commonwealth 
Edison Company represents an out- 
standing example. 


I" connection with a comprehensive 
refunding program, mainly for the 
purpose of retiring debt and pre- 
ferred stock, it issued $104,148,100 of 
convertible debenture 34s of 1958 in 
1938, and an additional $25,283,300 
in April, 1939, or a total of $129,- 
431,400. By the end of 1941, $103,- 
276,000 or 80 per cent had been con- 
verted, and it was stated in the com- 
pany’s annual report for that year that 
“the objective of the debenture pro- 
gram — improvement in the ratio of 
stock to debt — has thus been largely 
accomplished.” 

At the first part of the program, on 
December 31, 1938, common stock and 
surplus represented 36 per cent of the 
capitalization, and at the end, by De- 
cember 31, 1946, the percentage was 
59 per cent. At the latter date the com- 
pany had 13,732,000 shares of com- 
mon stock outstanding, of which 5,- 
145,468 were accounted for by con- 
version. 

Table I, page 335, shows some of the 
pertinent results of the conversion year 
by year. The debentures were con- 
vertible into common stock after Sep- 
tember 1, 1938, until maturity at the 
conversion price of $25 per share. For 
the purpose of comparison with the 
dividend received on the common 
stock, it may be noted that a holder 
of $25 par value of convertible deben- 
tures would have received in interest 
873 cents per annum. 
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No attempt was made to force conver- 
sion until the latter part of January, 
1946, when there were $15,819,500 de- 
bentures outstanding and, upon call, 
all of them were converted except 
$794,700. 


| iy only one of the years shown above 
did the stock fail at some time to 
sell above the conversion price. The 
conversion price of $25 was about 10 
times the 1938 earnings per share 
shown above and afforded a yield of 
5.3 per cent on the dividend payment 
in that year. In the final year of con- 
version in 1946, the conversion price 
was 13 times earnings and afforded a 
yield of 5.6 per cent. In looking at 
these relationships of price to earnings 
and dividends, it must be remembered 
that, as conversion took place, the 
stock was so strengthened that it be 
came classed among the strongest in 
the utility field. 

Recently, there were three examples 
of power companies using convertible 
debentures which are discussed below. 
Certain special features of convertible 
debentures are included in the discus- 
sion of these securities. 

In May, 1947, the Consolidated Gas, 
Electric Light & Power Company of 
Baltimore issued $16,677,100 of con- 
vertible debenture 24s of 1962, to re- 
imburse the company’s treasury for 
capital expenditures. This is a typical 
example of their use by a company with 
a high credit rating. The investment 
services rate the mortgage bonds triple 
A and the convertible debentures ont 
notch lower at double A. Of particular 
interest is the step-up in the conversion 
price. The debentures are convertible 
into common stock at the equivalent of 


$60 per share on July 1, 1948. After 
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Conversion Purposes 
+? earns speaking, the conversion feature can serve two purposes. 
First, it can be used to sweeten up an offering which otherwise 
would be difficult to sell. This has mainly been applied to financing of 


industrial companies. . 


. . The second fundamental purpose for the use 


of convertible debentures applies to the way they are being used by the 
power industry at present, and that is to result in strengthening the 
common stock position sometime in the future at a satisfactory price.” 





that date the conversion price remains 
the same until $8,000,100" of the de- 
bentures have been converted and then 
the rate changes to $66% per share. 
This feature tends to force conversion 
without any action on the part of the 
company. Thus, if the market price 
is above $60 after July 1, 1948, and 
less than $8,000,100 have been con- 


verted, the holders will do well to try. 


to be among the first $8,000,100 to 
convert rather than be penalized by 
the higher conversion rate. A possible 
danger arises, from the company’s 
point of view, if the step-up is too high 
so that it becomes unattractive in rela- 
tion to the market price for the stock. 
More will be said later about the rela- 


1This provision operates so that on the day 
that the amount converted reaches $8,000,100, 
all the holders that send in their bonds on that 
Particular day prior to 3 pM receive the same 
— even though the total exceeds $,- 
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tionship between the conversion price 
and the market price. 

One additional comment might be 
made about such an increase in the 
conversion price where a group of de- 
benture holders receive a preferential 
if they convert first; in other words, 
first come, best served. In such a situa- 
tion an investor may be in the dark 
in making his decision as to whether 
or not to convert, since generally it 
would be difficult for him to keep cur- 
rently posted on the extent of conver- 
sion. From the investor’s point of view, 
this may result in some dissatisfaction. 
This can be avoided by making the 
step-up in price apply to the entire 
amount at a particular date rather than 
include the added provision of prefer- 
ence being given to a certain amount 
to convert first. Of course, such an ar- 
rangement might not meet the require- 
ments of the company. 
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Another interesting feature of the 
Consolidated Gas, Electric Light & 
Power Company of Baltimore issue is 
the fact that operation of the conver- 
sion privilege is postponed until July 1, 
1948. It then extends to maturity. 
The company thus financed tempo- 
rarily on a cheap basis until the funds 
are expected to be productive, and then 
the conversion feature should result in 
transfer of debt into common at a 
time when the added number of shares 
can best be borne. Preventing an im- 
mediate conversion possibly exerts a 
stabilizing effect on the price of the 
stock during such period, It might 
prove beneficial for a company if com- 
mon stock is currently being sold. 


— call feature for these deben- 
tures is worth noting. As is justi- 
fied with such a convertible issue, the 
call premium is low, the first step being 
101, and subsequently at a smaller 
premium. In view of the fact that in- 
vestors will in all probability have the 
opportunity to convert upon call, the 
low call premium does not work any 
hardship and it places the company in 
a favorable position if it wishes to 
force conversion. The call feature is 
not effective until October 1, 1948, 
which is after the first date when the 
conversion feature becomes operative 
July 1, 1948. Investors will thus have 
some time during which they can vol- 
untarily convert before the company 
can force conversion. This seems only 
fitting and proper in view of the fact 
that if the company did issue a call for 
all the debentures and previously $8,- 
000,100 had not been converted, there 
would be a mad scramble to convert in 
an effort to be included in the first $8,- 
000,100. 
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The conversion prices seem to have 
been established at reasonable figures 
which will assure conversion. When 
the debentures were issued, the com- 
mon stock was selling in the neighbor- 
hood of $69. The price range for the 
stock in recent years has been as shown 
in Table II: 


TABLE II 


sg Mere bg ee 
oy, ae 1940 ... 
oe ISS) ois 
1944 .... 1938 .... 
eee a 


1942 .... 578—39% 


" the past three years, the market 
price of the stock never fell below 
either conversion price, and there was 
some time in each year of the past ten 
years except for 1942 when the price 
was above the conversion price. On 
January 30, 1948, it sold for $683. The 
conversion prices were also fairly rea- 
sonable in relation to earnings and 
dividend considering the high quality 
of the company’s common stock. At 
the time the debentures were issued, 
earnings per share for the common 
stock for 1946 were reported to be 
$5.46 and giving effect to complete 
conversion, which would represent a 
24 per cent increase in common stock 
if it took place on July 1, 1948, at the 
$60 rate, such earnings would be re 
duced to $4.41 per share. The price 
earnings relationship and the yield 
based on the $3.60 dividend are shown 
in Table III for the two conversion 
prices. See page 340. 

Thus, the Consolidated Gas, Electric 
Light & Power Company of Baltimore 
convertible debentures can be said to 
represent their use by a company with 
a conservative capitalization and that 
the conversion price was such as to a 
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sure that the debt will turn into stock. 

The debentures were for the purpose 
of providing funds to repay a bank loan 
due serially to September, 1955. Thus, 
while they replaced debt, the old debt 
was to be reduced at a rapid rate, and 
the convertible debentures do not have 
any sinking fund. The public utility 
division of the SEC contended that a 
sinking fund should be provided start- 
ing after the date when the conversion 
privilege expired, which was about ten 
years prior to maturity, equivalent to 
the savings resulting from the differ- 
ence between the dividend require- 
ments on the stock into which the de- 
bentures are convertible and the inter- 
est payable on the debentures, 


per a sinking fund would have re- 
sulted in the retirement of 50 per 
cent or more of the debentures. How- 
ever, the SEC did not finally require 
any sinking fund, primarily because the 
company’s future construction require- 
ments are so large that it would be 
forced in effect to borrow additional 
funds from another source to pay off 
the debentures, and also on the basis 
that the debentures are expected to be 
turned into common stock. From the 
company’s standpoint, the lack of sink- 
ing fund may be a real advantage with 
the great demand for funds which the 
industry faces for construction, and 
especially if added difficulty arises in 
raising funds, 

Nevertheless, it does appear that, 
under some circumstances, a sinking 
fund may be justified on convertible 
debentures at least after the conversion 
period expires. 

When the Public Service Company 
of Indiana convertible debentures were 
about to be issued, the common stock 


339 


was selling for around $43 bid.* Wit- 
nesses testified that new stock could 
not be marketed for more than $32 to 
$34 because of adverse market condi- 
tions, the unseasoned nature of the 
stock, the fact that dividends were be- 
ing paid in stock rather than cash, and 
also the fact that a large block of stock 
owned by a holding company was over- 
hanging the market. They also testi- 
fied that the conversion price should 
justifiably be $40. 


F  ccoxmnge of the voluminous testi- 
mony taken at the SEC hearing 
indicates the type of inconsistencies 
which may appear when talking about 
this type of security. It was stated that 
the debentures were needed in order to 
result in strengthening the common 
stock position, and that at a conversion 
price of $40 a large part of them would 
be converted by 1949. In order to sub- 
stantiate the fact that they would be 
converted, witnesses had to show quite 
conclusively that the outlook for the 
common stock was so favorable that 
conversion would be certain to take 
place. But then the question was 
raised, if the outlook for the common 
stock is so favorable, why not wait and 
pay off the bank loan by the sale of 
common stock? Perhaps this could be 
answered by stating that while the mar- 
ket might hold up very well in the fu- 
ture for existing stock, it still might 
not be sufficiently strong to absorb a 
large issue of new stock. To assure a 
large conversion by 1949 with the con- 
version price so near the existing mar- 
ket, it had to be stated that the stock 
would act satisfactorily marketwise. 


2 The high and low bid prices were as fol- 


lows in recent years: 1947 through June, 
Pal 1946, 454—344; 1945, 372—208; 1944, 
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fF pew Public Service Company of 
Colorado issued $7,000,000 of 
convertible debenture 3s of 1962 in 
June, 1947. This issue, which is rated 
triple B by the investment services, was 
part of a comprehensive refunding pro- 
gram, and in effect replaced $6,900,000 
of debenture 4s of 1949. The old de- 
bentures carried a sinking fund calcu- 
lated to retire 64 per cent of the orig- 
inal issue of $12,500,000 by maturity, 
leaving a balance of only $4,500,000. 
On the other hand, the convertible de- 
bentures, as is characteristic with re- 
cent issues, carried no sinking fund. 
These debentures are convertible 
during their entire life into common 
stock at the rate of $334 per share. 
Complete conversion would result in a 
24 per cent increase in the common 
stock. At the time the debentures were 
issued, the common stock was selling 
for about $34, and the high and low 
price range had been as follows: 1947, 
384-303 ; 1946, 41-31; 1945, 384-2734; 
and 1944, 283-233. On a pro forma 
basis, earnings for the common stock 
for the twelve months ended March 31, 
1947—the earnings reported when the 
debentures were issued—approximated 
$4.65 per share and, giving effect to 
conversion of all the debentures, such 
earnings would be reduced to $3.75 per 
share. Thus, the conversion price was 
equivalent to 7.2 times and 8.9 times 
these earnings per share, respectively, 


and the stock yielded 5 per cent at the 
conversion price based on the then low 
dividend rate of $1.65. Up to Decem- 
ber 31, 1947, $26,900 p.v. of the de- 
bentures had been converted. The com- 
mon stock sold for $334 on January 30, 
1948. 


T might be well to point out one fea- 
ture included in the conversion 
privilege of this issue in connection 
with its possible redemption. It 
can be called in whole or in part at any 
time on at least thirty days’ notice, but 
the conversion right expires ten days 
prior to the date fixed for redemption. 
Thus, if the company decides to force 
conversion by issuing a call, it will 
know ten days before the final redemp- 
tion date how much will have been con- 
verted, rather than being faced with 
continuing conversions right up to the 
redemption date, leaving to be deter- 
mined at the last minute the amount 
that will have to be paid off. 

Of particular interest are the $11,- 
077,800 of convertible debenture 24s 
of 1962 issued in August, 1947, by 
the Public Service Company of Indi- 
ana, which are rated triple B by the in- 
vestment services. Of the three recent 
issues referred to, this was the only one 
which was subject to review by the 
SEC under the Holding Company Act 
and lengthy testimony was presented 
in hearings on this issue. 
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For $60 conversion price 
For $66% conversion price 
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Price-earnings Ratio 
For $5.46 
Earnings 


For $4.41 
Earnings 
Per Share 


Yield on 
60 


6.0% 
5.4 
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The Final Decision 


“ final decision on whether or not to use convertible debentures 

and the price and other conversion features to establish, requires 

very careful judgment in balancing the company’s needs for common, 

or its ability to stand the debt tf conversion doesn’t take place, the exist- 

ing market level, and future prospects, etc. Perhaps one of the least 

controversial situations is where convertible debentures merely replace 
other debt.” 





While the public utilities division of 
the SEC contended that the conversion 
price of $40 should be lowered, the 
SEC finally agreed to the $40 figure. 
There were various arguments ad- 
vanced why it should remain $40, such 
as : If it was lower the debentures would 
then be purchased for the purpose of 
speculation on a rise in the market of 
the common stock rather than as an 
investment, lowering the conversion 
price would result in a greater potential 
dilution in the common stock, and the 
common dividend requirement would 
be increased upon conversion, etc. 


o Bs: only argument, however, 
which seemed sound on the basis 
of logic was that no change would be 
necessary to assure conversion. All the 
other arguments would fall by the way- 
side if this were not true, because the 
fundamental objective, as pointed out 
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above, was to assure strengthening of 
the common stock position. It should 
be emphasized that testimony was pre- 
sented to show that there was ample 
reason for placing the dividend at an 
annual rate of $3 in cash instead of the 
present stock dividend. The $3 cash 
dividend would afford a 73 per cent 
yield at the $40 conversion price. 

It may be interesting to note that 
earnings for 1946 were $4.12 per share 
of common and that estimated earn- 
ings for the period 1947-1951 ranged 
between $4.70 and $5.94 without giv- 
ing effect to conversion, and giving ef- 
fect thereto, which added 25 per cent 
more common shares, would reduce the 
1946 figure to $3.43 and the estimated 
figures to $4.07 and $4.85. In other 
words the conversion price of $40 was 
less than 10 times any estimated earn- 
ings. 

One change that the SEC required 
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was the shortening of the conversion 
period from twelve years to the period 
from date of issue to December 31, 
1951. One of the reasons given for 
shortening the period was that the con- 
version feature was designed primarily 
to increase the common stock equity of 
the company by the time permanent fi- 
nancing of the construction program 
became necessary, and that was ex- 
pected to be at least early in 1952. Such 
action might be justified on this basis, 
but again it assumes that market con- 
ditions will without fail be sufficient to 
result in conversion. If this is not the 
case, then the primary objective is de- 
feated, and the longer conversion 
period would be better. 


HERE were other reasons advanced 

for shortening the conversion 
period, but these primarily had to do 
with protecting the uninformed inves- 
tor, and it was stated that shortening 
the conversion period would mitigate 
to some extent the harmful conse- 
quences of convertible debentures. 
Such arguments are certainly subject 
to considerable debate to say the least. 
The SEC had a chance to say a last 
word as far as the Public Service Com- 
pany of Indiana convertible debentures 
are concerned. In October, 1947, the 
company decided to issue $15,000,000 
of mortgage bonds instead of using a 
bank credit which had been arranged 
after the sale of the convertible deben- 
tures. The following quotation, taken 
from the SEC release in connection 
with the mortgage bonds, is self- 
explanatory: “While we (SEC) are 
disturbed at the significant deteriora- 
tion of these (capitalization) ratios 
and the failure concurrently to sell 
common stock, the company has rep- 
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resented to us that such a sale is pres. 
ently not feasible. We are inclined to 
accede to this view since convertible de- 
bentures recently issued by Public 
Service, except for conversion in an 
insignificant amount, are still outstand- 
ing. . it was stated in support of 
that application, that the convertible 
debentures were being issued to afford 
an opportunity to improve the com. 
mon stock equity so that any permanent 
debt financing of the construction pro. 
gram could be carried out on more 
favorable terms than would be possible 
on the basis of the then existing capi- 
talization...” 

Anyone really interested in con- 
vertible debentures for utility com- 
panies will do well to read the testi- 
mony, releases, etc., about the Public 
Service Company of Indiana financing. 
Certainly, not many arguments pro 
and con were left out but it is possible 
that too much weight was given to the 
number of points favorable and un- 
favorable rather than the real im- 
portance of each point. 


_— discussion of convertible deben- 
tures would not be complete 
without some reference to their use by 
American Telephone and Telegraph 
Company. Being one of the largest 
companies in this country, many in- 
vestors already have their quota of its 
securities. Thus, convertible deben- 
tures among other purposes serve to 
open up new channels for raising funds 
by offering existing security holders of 
AT&T a new type of security, and also 
attracting some entirely new investors 
who would not want a straight deben- 
ture issue. For example, some invest- 
ment trusts do not like to buy a straight 
debenture, but at times may consider a 
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convertible debenture “just what the 
doctor ordered.” Furthermore, many 
institutions would not be interested in 
acommon stock, but will buy a security 
combining the debenture feature. 
There is one feature at least about 
these debentures that should be men- 
tioned, and that is the way in which the 
conversion feature raises cash for the 
company. The $343,087,700 of AT&T 
convertible debenture 2%s of 1961, 
which were issued in December, 1946, 
became convertible April 15, 1947, by 
the surrender of $100 p.v. of deben- 
tures and the payment of $50 in cash 
for each share of common stock. Thus, 
as conversion takes place, the company 
is provided with additional funds. 
However, such a feature is primarily 
suited to a holding company such as 
AT&T, the subsidiaries of which have 


an unusually large demand for funds 
for many years to come. It is question- 
able whether it would be generally 
adaptable to an operating power and 
light company, where convertible de- 
bentures will be used not as a major 
means of financing but as a stopgap 


in a period of low stock prices. 

It may be noted that $54,400,000, 
or 16 per cent of the AT&T conver- 
tible debenture of 23s of 1961, had 


. been converted by December 31, 1947, 


with the stock hovering around 151 in 
that month, down from 174 early in 
1947. In viewing the extent of this 
conversion, the quality of the AT&T 
stock and the regularity of the dividend 
must be kept in mind. It may be noted 
that the $357,532,000 convertible de- 
benture 2$s of 1957 issued in Decem- 
ber, 1947, by AT&T were made con- 
vertible into common at the equivalent 


of 140. 


Ss conclusion, some of the above re- 
marks about convertible debentures 
have been rather critical. This was not 
for the purpose of discouraging their 
use but only their misuse. They may, 
under proper circumstances, be very 
appropriate. Their danger lies in the 
fact that if the conversion price is not 
sufficiently attractive to assure conver- 
sion, they may turn out to be the “tail 
that wags the dog.” 





id 


é¢ G OVERNMENT domination of collective bargaining inevita- 
bly tends to produce a uniform pattern of wage in- 


creases that ignores the many special factors existing in par- 
ticular industries we have seen during the war. As a matter 
of political expediency, it is seldom possible to grant wage in- 
creases to workers in one industry while withholding them from 
others. 

“But a return to a free enterprise economy requires the aban- 
donment of this type of formula thinking on wages. Collective 
bargaining, by its very nature, implies that the peculiar condi- 
tions existing in each industry will receive full consideration in 
negotiations between employers and employees to formulate the 
terms of employment. Such bargaining is not consistent with 
any strait-jacket wage formula.” 

—EDITORIAL STATEMENT, 
The Journal of Commerce. 
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You Are Public Service! 


A utility company official’s man-to-man suggestion to the 
utility employee that it is in the interest of all, from top to 
bottom, and for the benefit of the public as well, that the re- 


sponsibilit 


of the public service business is understood and 


practiced by all connected with it. Better jobs, better pay, and 

more security are the compensations which public service em- 

ployment gwes to those loyal employees who make an effort to 
understand such responsibility. 


By E. CLEVELAND GIDDINGS* 
VICE PRESIDENT, CAPITAL TRANSIT COMPANY 


o the Public You Are the Com- 
pany! Be you president, line- 
man, operator, billing clerk, or 
the janitor in the main office building ; 
whether you contact your customers 
as part of your duties or meet them 
socially as a neighbor or friend, your 
actions and words and your attitude as 
an individual influence the public’s 
opinion of your company. Thus, indi- 
rectly you influence the public’s opinion 
of yourself as an individual. 

This is particularly true of the utility 
industry. The opportunities for good 
or bad public relations—good or bad 
public opinion—are as many as the 
personal contacts of its employees. 

If you are an employee of a utility, 
you are dependent upon the public for 
your bread and butter. It is the public’s 
money spent on electric, gas, telephone, 


*For additional personal note, see “Pages 
with the Editors.” 


or water service, or in streetcar and 
bus fares, which pays your wages. A 
goodly part of every dollar collected by 
your company goes to you in wages. 
As you are engaged in serving the pub- 
lic, you have a responsibility over and 
above that of people in other busi- 
nesses. When you fulfill that responsi- 
bility, you advance your ability to pro- 
vide for yourself and your family. If 
your company grows in importance to 
the community, you grow. If your 
company is prosperous, you are pros- 
perous because only then do you have 
the opportunity to earn more money, to 
qualify for a better job, to improve 
your working conditions. 

Not all utility employees come in di- 
rect contact with the public. It is their 
appearance, personality, manners, their 
knowledge of the business in which 
they are engaged, which put every 
utility employee in the spotlight. 
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YOU ARE PUBLIC SERVICE! 


If you are a utility employee who 
does meet the public directly in the 
course of your business, you are under 
the community’s watchful eye and 
within range of its hearing. Thus, pub- 
lic judgment has its basis in what you 
do and say and in the way you act. 


W: are entering a critical phase of 
the utility business. Costs of pro- 
ducing our product are skyrocketing 
just as they are in the meat and bakery 
business. For some reason, mostly be- 
cause utilities and their managements 
are reluctant to fully publicize their 
problems, the public does not expect a 
utility to raise its rates. But, top utility 
management must be realistic. The 


utilities cannot absorb their rising costs 
any more than the corner butcher or 
the neighborhood baker. Their revenue, 
upon which they are dependent to stay 


in business and pay your wages, can 
come from only one source—the cus- 
tomer. 

For that reason your responsibility 
as a utility employee is greater than 
ever before. People are more than 
ever watchful of their pocketbooks. 
They want to know the why and the 
wherefore of everything that will 
drain their personal budget. If rises in 
utility rates cannot be justified, then 
the customer looks to ways and means 
of using less of your product or using 
a substitute if one is at hand. 

By showing a personal interest in 
your customers a utility employee who 
comes in direct contact with the pub- 
lic can overcome some of the public’s 
natural reluctance to pay higher rates. 

Courtesy is one of the things the 
public uses to judge your service. If 
you answer questions in a friendly 
manner, your customer will remember 
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it. If you have a pleasant “Good morn- 
ing” or “Good evening” ; if you knock 
on a door and announce pleasantly who 
you are and the nature of your call; if 
you have a sincere “Thank you” when 
a bill is paid ; your customers will know 
you are glad to have them on your 
books. 


| your appearance is neat, your shoes 
shined, and your clothes pressed ; if 
you shave regularly and wear a clean 
shirt; if your hair is neat and your 
dress clean ; in other words if your per- 
sonal appearance is shipshape, the cus- 
tomer will know you for your good in- 
tentions. If you drive a company truck 
and give the right of way to the other 
fellow; if you give special attention to 
the elderly lady asking questions or 
have a specially kind word to say about 
junior, you will be pointed out as a 
helpful servant of the public. There are 
never any controls on courtesy, good 
appearance, or friendliness. Yet, they 
are some of the greatest assets you 
have for improving your way of life. 
Some utility employees work behind 
the scenes. Some work in a shop or in 
an office where the customer never sees 
them. Some write letters, answer a 
phone, sweep a hall, repair wires, or 
do any one of a thousand things that 
make up your utility company’s team. 
But all of you come in contact with 
friends, neighbors, or relatives when 
off the job. It may be difficult to see 
how those who do not meet your cus- 
tomers face to face affect your busi- 
ness. But they do. If we sweep a hall, 
it is important that we do it well. If 
we repair a wire, it is important that 
it be done right or else it may lead to 
greater repairs and greater inconven- 
ience to our customers. If you incon- 
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venience your customers, there is 
usually a loss in revenue. This means 
less money available to keep your com- 
pany in the strong position needed to 
provide more jobs and more oppor- 
tunities. 


ND then, too, when a customer is 
inconvenienced he complains. 
Usually about the seemingly unim- 
portant things. A justifiable complaint 
is ofttimes magnified unintentionally. 
When the little things are added up, 
they sometimes total into complete con- 
demnation. Drops of water can fill a 
bucket. 

If we write letters to our customers, 
we should be courteous and careful of 
what we say and how we say it. A 
friendly letter is always appreciated. 
Thousands of people who call your 
company on the telephone in the course 
of a year form their opinions by your 
telephone manners. The “Voice with 
the Smile” has always been a winner 
and the person at the other end is left 
with the impression that he talked with 
a pretty good company. 

You have only to practice the nice 
things in life and you make your job 
easier and create friends for yourself 
and your company. 

It is easy to find fault in others or 
with life if we look for it. It is just as 
easy to find good. The person who 


looks for good has the most friends, 
Your customers, like yourself, have 
troubles ; are not always in the best of 
humor. But you can help yourself, 
your fellow workers, and your custom- 
ers if you are realistic in your contact 
with your customers. 

Your friends and neighbors can be 
your greatest boosters. You can tell 
them of the good things about your 
job. When you recite the disadvan- 
tages, you are telling only half the 
story—the bad half. If you create a 
bad impression, it is passed on to others 
and soon becomes accepted public opin- 
ion. When you fail to say a good word 
for your company, you do yourself an 
injustice for you lose the opportunity 
of saying a good word for yourself. 


I you practice the Golden Rule in 
your daily contacts, you will win 
lasting friends—customers—who will 
continue to buy more and more of what 
you produce. You can also help by cor- 
recting wrong impressions your neigh- 
bors and friends may have of your 
company. You can do this individually 
or you can pass it on to those in au- 
thority who can furnish the correct in- 
formation. 

You and your company need all the 
customers you now have and more if 
you are to grow and your company is 
to be prosperous. When the public 
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service. If you answer questions in a friendly manner, your 


q “Courtesy ts one of the things the public uses to judge your 


customer will remember it. If you have a pleasant ‘Good 


morning or “Good evening’; if you knock on a door and 
announce pleasantly who you are and the nature of your 
call; if you have a sincere ‘Thank you’ when a bill is paid; 
your customers will know you are glad to have them on your 
books.” 
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makes more use of your product, it 
helps pay you better wages, gives great- 
er security to what you have. Your 
future prosperity is in your own hands. 
You can help or hinder it by your own 
actions and words. 

You cannot do all of these things by 
yourself. You need the help of your 
fellow employees ; the help of top man- 
agement. You can always do a better 
job if you know “what’s cookin’.” 
When you are in possession of the 
facts concerning the plans and policies 
of your company, or know where to 
get them, you can stand off a Mexican 
Army of professional belittlers who de- 
liberately or inadvertently pose as well 
informed about the problems and fi- 
nances of your company. 

The details of a utility business are 
not easy to assimilate, particularly if 
you have had no background of special- 
ized training. No one person can know 
the complete factual answer to all the 
ramifications of producing electricity, 
furnishing a telephone call, manufac- 
turing gas, or providing a transit ride. 
But there is no mystery about the utility 
business. All the facts are available. If 
you are not in possession of the facts 
which will satisfactorily answer a ques- 
tion, make it your business to get the 
answer or to have the person who does 
know the answer make the reply. 


[I a customer asks “Why do you have 
to have an increase in rates here 
when my sister in another city pays 
less than we do?” and you aren’t in pos- 
session of the fundamental reasons for 
the need, pass the question on to the 
persons in your company who do know 
the answer. 

Top management does not deliber- 
ately hide the facts about its business. 
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Practically all utilities are literally 
breaking their necks to see that every 
employee learns all he wants to know 
about the business. Employee maga- 
zines carry stories in almost every is- 
sue about some phase of the business, 
employee training classes are a usual 
thing, annual stockholder reports are 
sent as a matter of course to em- 
ployees ; other means of communication 
are used regularly to give you the de- 
tails of your business. 

The financial details of the utility 
business are probably the one over-all 
phase of your business you know least 
about unless it happens to be the phase 
in which you specialize. It is only 
natural, if you are in a department not 
concerned with these matters, to adopt 
the same attitude as many of your cus- 
tomers. You probably see a great deal 
of money coming in and the only money 
you see going out is that which is in 
your pay check or the pay checks of 
your immediate fellow workers. 

Surveys. have indicated that most 
employees, be they in the utility busi- 
ness or any other business, have the im- 
pression that general business makes 
about 25 per cent profit. How those 
responsible for the financial integrity 
of utilities wish this were true! If your 
impressions parallel the general public 
in this respect, you owe it to yourself 
and your fellow workers to find out 
just how much profit your company 
really gets on its invested capital and 
why it is only that much. 

Or, you might reorient yourself and 
start out at the point at which you first 
entered the utility business. What was 
the reason you entered the employ of 
a utility? Did it provide more security 
than another type of business? Did it 
MAR, 11, 1948 
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It Costs Money to Make Jobs 


cé D° you know how much money has been invested in your company 

just to provide you with a job? It probably runs into thousands 

of dollars. The persons who invested that money want a fair return on 

it just as you want a fair return for your services. You came together 

with a common interest. You are getting yours but is he getting what he 
is entitled to?” 





pay more wages? Did the job have 
prestige? Why did you take the job 
in the first place instead of going into 
business for yourself? 


b * desir answer to the last question is 
probably the same for ‘most every 
utility employee. You took the job be- 
cause you did not have the capital to 
start a business of your own. You ex- 
changed your labor or your know-how 
for a stipulated sum. Someone else put 
up the capital to provide the job for 
you. Do you know how much money 
has been invested in your company 
just to provide you with a job? It 
probably runs into thousands of 
dollars. The persons who invested that 
money want a fair return on it just as 
you want a fair return for your serv- 
ices. You came together with a com- 
mon interest. You are getting yours 
but is he getting what he is entitled to? 

If you are to serve yourself, you 
want the answer to these questions and 
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many others. It is your individual 
knowledge of your business and your 
attitude in the transmission of that 
knowledge to others which lead to a 
better understanding by the public of 
the problems which you—as an em- 
ployee playing on the utility team—are 
facing. 

Surveys also indicate that there are 
two prime things you desire: security 
and individual recognition. The first 
is prompted by the first law of nature 
and the second by your desire to be 
something other than an unrecognized 
cog of a wheel. By its very nature the 
utility business is large, so large that 
it is impossible for the top man in any 
utility organization of any size to know 
every employee by his first name. The 
very bigness of the business has 
brought about various mediums of 
reaching and talking to the employee. 
These mediums have been stifled some- 
what in their expression during the 
past decade but the way now seems 
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of concern to you if the stockholders 
or bondholders are not paid for the 
money they invested to make the serv- 
ice possible? Or if utilities are social- 
ized or subsidized by the taxpayers? 


open to once again explain, without 
fear of being cracked over the knuckles, 
the reasons that make the utility busi- 
ness Click, the part you play in its suc- 
cess, and the part your company plays 
in the community in which you live. 


HE average utility customer is 

basically fair. As a group, the 
American public cannot be fooled for 
long by promises or vague generaliza- 
tions. It is up to management to dis- 
seminate the facts about your business 
so that your job is made easier. It takes 
alittle while for your story to settle into 
the public’s thinking. But the American 
public is fast reaching a better under- 
standing of the important contribution 
utilities have made to better everyday 
living; that the many nice things he 
and his family enjoy have come about 
as the result of the ingenuity of private 
enterprise. And now that he is once 
again stopping to compare what he has 
with what other forms of government 
offer, he is beginning to reaffirm his 
faith in the American way of life. He 
is fast seeing socialization and Com- 
munism for what they are. As a re- 
sult, his collective thinking and atti- 
tudes are making it unpopular to call 
every utility employee a reactionary be- 
cause he is in a business which wants 
to make a fair and reasonable return on 
its investment. 

You need and want help if you are 
to do your share to further the Ameri- 
can method of doing business; if you 
are to get your reward in better wages 
and better working conditions. Man- 
agement has or is making that help 
available. But some of the responsi- 
bility rests with you. It does not rest 
with management alone. Clarify your 
own thinking and attitude first. Is it 
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H™ does this concern you? Either 
directly or indirectly, your stake 
in the utility business is your stake in 
America aside from your job which is 
of direct and immediate importance to 
you. To protect that job against the 
dangers that may deprive you of your 
livelihood or lessen your opportunities 
for promotion or more money, you 
must make it your business to know 
more of the facts and working details 
of your business. You must have a 
better understanding of the history of 
your business, the corporate structure, 
the income and the outgo, the business 
limitations brought about by public 
regulation; the varied details that af- 
fect your bread and butter. You can no 
longer be content to sit back and 
take your pay check if you are to pro- 
tect your job, and see your company 
and yourself grow in importance. 

Top management knows and ap- 
preciates that only a well-informed em- 
ployee can improve your standing and 
your company’s standing with the pub- 
lic and with the public authorities, 

Crystallized, the opinion held by the 
public of your company depends on 
you. 

If you are to continue to have a 
job which offers security, if you are 
to have opportunities for advancement, 
if you are to have opportunities for 
more money because your company’s 
business can grow and warrant it, then 
the responsibility is yours. For you 
are the company—you are public serv- 
ice. 
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NARUC Legislative Program 


Recently, in Washington, D. C., the executive committee of the Na- 

tional Association of Railroad and Utilities Commissioners held a most 

important meeting to decide on legislative and regulatory policies for 

next year. This article describes the significance of these decisions 
in terms of interest to the regulated public utility industries. 


By ARNOLD HAINES* 


ot for some years has the atti- 
N tude of the state commissions 
towards pending Federal legis- 
lation and other major regulatory is- 
sues been so pressingly significant. 
There are several reasons why. These 
reasons could be summed up in a very 
brief fashion as follows: (1) The so- 
called “Miller bills” to amend the Fed- 
eral Power Act. (2) The Rizley- 
Moore Bill to amend the Natural Gas 
Act. (3) The movement to cut down 
or cut out wartime excise taxes on pub- 
lic utilities. (4) The rising tide of 
telephone rate reduction petitions 
throughout the nation, as well as the 
so-called “White Bill” to reorganize 
the Federal Communications Commis- 
sion. 

Quantitatively speaking, the volume 
of pending bills involving the regula- 
tory interest of the state public utility 
commissions in the 80th Congress has 
not been notably in excess of similar 
legislation proposed in earlier sessions 


* Professional writer of business articles, 
Washington, D. C. 
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of Congress. As a matter of fact, bill 
for bill, there were probably more bills 
of this nature actually introduced in 
the 78th and 79th Congresses than in 
the 80th Congress. But the fact is that 
these earlier bills made little progress 
and rarely even reached the hearing 
stage. 

But whether because of the divided 
political control of the Federal govern- 
ment, ushered in by the 80th Congress, 
or for various other reasons of politics, 
economics, or practical experience, the 
fact remains that the crop of regula- 
tory legislation in the present Congress 
is actually making progress. It is too 
early to say that laws will finally re- 
sult. But it can be said that the prog- 
ress made thus far indicates good 
chances of such laws eventually result- 
ing—perhaps in final form with the 
8ist Congress. 


XN this writing, the Rizley-Moore 
Bill had passed the House and 
it was reported to be under fairly fa- 
vorable consideration by the Senate 
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Interstate and Foreign Commerce 
Committee. The Miller bills had 
reached the hearing stage in the House 
committee last year, and further prog- 
ress is noted herein. The White Bill 
had been moving more slowly because 
of the illness of its author, Senator 
White (Republican, Maine), but it is 
still a factor to be reckoned with. 

It was in the light of this progress 
that an executive committee of the 
National Association of Railroad and 
Utilities Commissioners held a most 
important session in Washington, 
D. C., on January 22nd, to determine 
the NARUC attitude on various issues 
involved. At the same time, the 
NARUC committees on legislation and 
codperation between state and Federal 
commissions held concurrent sessions.” 

The action taken by the NARUC 
committees on these various matters 


1 Executive Committee: Justus F. Craemer, 
California, chairman; Walter R. McDonald, 
Georgia, NARUC president; Carroll L, Meins, 
Metropolitan Transit Authority, second vice 
president; Frederick G, Hamley, general 
solicitor; John E. Benton, advisory counsel; 
Ben Smart, secretary; James A. Perry, 
Georgia; Nelson Lee Smith, Federal Power 
Commission; J. C. Darby for James W. Wolfe, 
South Carolina; Wade O. Martin, Louisiana; 
Paul A. Walker, Federal Communications 
Commission; Richard B. McEntire, Securities 
and Exchange Commission; Ray O. Weems, 
Oklahoma; W. Whitney, Wisconsin; 
George H. Flagg, Oregon; Harry M. Miller, 
Ohio; C. L. Doherty, South Dakota; John E. 
Boswell, New Jersey; Charles C. Wine, 
Arkansas; Malcom’ Erickson, Colorado; 
Jerry W. Carter, Florida; David B. Long, 
Iowa; and Eugene S. Loughlin, Connecticut. 

Legislation: Charles L. Henson, Missouri; 
Harold L. Mason, Ohio; Harold P. Huls, 
California; Edward R. Thornton, New Hamp- 
shire; and Edward N. Gadsby, Massachusetts. 

Codperation between State and Federal Com- 
missions: Nat B. Knight, Jr., Louisiana, 
chairman; S. S. McDonald, North Dakota; 
J. C. Darby, South Carolina; Leonard C. 
Young, Montana; LeRoy E. Yoder, Indiana; 
Andrew J. Zimmerman, Washington (DPU) ; 
Carl W. Reed, Iowa; and Edgar H. Hunter, 
New Hampshire. 
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can be best understood with reference 
to the special items mentioned in the 
first paragraph of this article. 


Miller Bills 


wo measures introduced at the 

first session of the 80th Congress 
by Representative Miller (Republican, 
Connecticut) had to do with amend- 
ments to the Federal Power Act. HR 
2972 would limit FPC jurisdiction 
over certain interstate border-line and 
multiple-sale operations of special in- 
terest to state regulatory commissions. 
HR 2973 would limit FPC jurisdic- 
tion over hydro plants on non- 


navigable streams. Hearings on HR 
2972 were held last year before a sub- 
committee of the House Interstate and 
Foreign Commerce Committee headed 
by Representative Hall (Republican, 
New York). During the progress of 


these hearings, Representative Hall 
suggested that the FPC and the 
NARUC and the representatives of the 
regulated electric industries meet in an 
attempt to negotiate acceptable substi- 
tute legislation. 

Such meetings were subsequently 
held; but separately between the FPC 
and the NARUC on one date and be- 
tween the FPC and industry repre- 
sentatives on another date. As a result 
of the former meeting, certain pro- 
posals were made and were finally 
recommended and endorsed by the 
NARUC Committee on Legislation. 
The NARUC legal representatives 
were instructed to present these views 
to Congress as the position of the 
NARUC in agreement with the FPC 
except on one point. 

Without going into details of the 
statutory language, these compromise 
proposals amounted to the following: 
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Activity of Regulation 


“. . whether because of the divided political control of the Federal 

government, ushered in by the 80th Congress, or for various other 

reasons of politics, economics, or practical experience, the fact re- 

mains that the crop of regulatory legislation in the present Congress 
is actually making progress.” 





(1) Amend § 201(b) so as to re- 
move from FPC jurisdiction any 
transmission or sale of electric energy 
exchanged between electric systems 
either on a “slop over” or “emergency” 
connection basis or where such energy 
is exchanged, at cost, between neigh- 
boring electric systems, subject to 
periodical settlement, on the basis of 
net difference between power received 
and power delivered. 

One point in this provision urged 
by the NARUC, but not accepted by 
the FPC, was a similar jurisdictional 
exemption regarding “transmission of 
energy by a person owning the same 
over the facilities of such person lo- 
cated wholly within one state for sale 
by such person to consumers within 
such state.” This was generally re- 
garded as a proposal to eliminate the 
jurisdictional issues presented in the 
so-called Connecticut Power & Light 
Company Case, where the FPC at- 
tempted to control an otherwise intra- 
state company because of sale within 
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that state of power crossing the state 
line. 

(2) The definition section—§ 201 
—of the act would be revised with re- 
spect to the terms “emergency” and 
“slop over” connections so as to carry 
out the intent of the preceding pro- 
gram. It was also proposed to insert a 
declaration in favor of state commis- 
sion jurisdiction over all generating, 
transmitting and sale of electric energy 
for ultimate public consumption not 
otherwise subject to the jurisdiction of 
the FPC. This was designed to elimi- 
nate gaps or “no man’s land” caused 
by any withdrawal of FPC control. 

(3) Revise § 20 of the act so as to 
preclude any rate-making value for 
hydro license project, in excess of cost 
as described by § 14 of the act. 

(4) Require rate-making provisions 
of Part I to be superseded by similar 
provisions of Part II of the act. 

(5) Authorize FPC jurisdiction of 
security issues by hydro licenses in the 
absence of state commission regulation. 
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(6) Make the act, as revised, inap- 
plicable to previous actions of the FPC. 


Rizley-Moore Bill 


TS NARUC interest in this bill 
was confined to the following pro- 
posed amendments to the Natural Gas 
Act (these were not necessarily ap- 
proved by the FPC): 

(1) A declaration to eliminate “no 
man’s land” or gaps in jurisdiction re- 
sulting from FPC withdrawal, similar 
to the provision already mentioned re- 
garding the Federal Power Act. 

(2) A definition of “trunk trans- 
mission facilities” to include “every 
pipe line through which natural gas is 
transported between the point where 
the first sale is made, after production 
or gathering has ended, and the point 
where such natural gas is delivered into 
the local distribution facilities of a 
person making distribution of the same 
to ultimate consumers.” 

Other natural gas proposals ap- 
proved by the NARUC Legislation 
Committee were of minor importance. 


Excise Taxes 


HE NARUC resolution on this 

subject recited the “unfair dis- 
crimination” of high wartime taxes 
levied on transportation and communi- 
cation utilities, especially in view of 
recent widespread request for increased 
rates for such service. The NARUC 
resolution thereafter read in part as 
follows: 

Resolved, that the National Association 
of Railroad and Utilities Commissioners is 
of the opinion that the present excise taxes 
on transportation and communication serv- 
ices are inimical to the maintenance of a rea- 
sonably priced and nondiscriminatory public 
transportation and communication service 
and that, accordingly, the excise tax on 


transportation of property should be repealed 
and the excise tax on other transportation 
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and communication services should be re- 
pealed or greatly reduced; 

Resolved further, that the committee on 
legislation and the legal representatives of 
this association are charged with the duty of 
appearing on behalf of the association at 
any hearing before any committee of Con- 
gress which may be held to consider said 
excise taxes, for the purpose of making a 
statement in support of the views herein ex- 
pressed .. 


Communications Matters 


i Be NARUC Special Telephone 
Committee, headed by Chairman 
McWhorter of the Georgia Public 
Service Commission, submitted a res- 
olution which was unanimously 
adopted. It recited that there had been 
previous agreement for a codperative 
study of problems involved in the regu- 
lation of telephone utilities, including 
Western Electric costs, for services 
performed for affiliated Bell system op- 
erating companies. It was recited that 
Western Electric, which furnishes 
practically all materials to Bell system 
companies, is engaged in plant expan- 
sion and modernization programs an- 
ticipated to run into billions of dollars, 
and that a combination NARUC-FCC 
study would be helpful to both state 
and regulatory bodies in judging the 
reasonableness of Western Electric 
prices, etc. 

The resolution concluded: “Re- 
solved, that your telephone committee 
be instructed by the executive com- 
mittee of the NARUC to proceed co- 
operatively with the FCC with the in- 
vestigation hereinabove described and 
authorize the expenditure of not more 
than $3,500 of the funds on hand in 
connection therewith.” 

At the request of Chairman Lough- 
lin of the Connecticut commission, 
Chairman McWhorter of the special 
telephone committee also indicated that 
his committee would undertake a study 
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of the relationship between telephone tions Act by reorganizing the FCC 
exchange costs and rates and popula- into two subdivisions, the NARUC 
tion density. opposed that part of the bill which 

Regarding the so-called White Bill would limit FCC conferences with its 
(S 1333) to amend the Communica- own staff. 
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Socialism Moving in through the Back Door 


* ‘ie several decades the Socialist party, sometimes headed 
by men of high ability, notably Norman Thomas, has 
knocked at the front door of the American voter, only to be 
coldly turned away, for the simple reason that the American 
people are essentially believers in private enterprise, and when 
@ square-toed proposition of government ownership of in- 
dustry is proposed, they are overwhelmingly opposed to it. 

“Nevertheless, government control has increased, by vast 
leaps and bounds, obviously against the will of the people. 

“This is because the advocates of Socialism have been clever 
enough to quit their frontal attack and have decided that it is 
easy to take over by flank atiack, provided the moves are made 
in a skillful, roundabout way. The result is that the United 
States is moving rapidly toward Socialism, not because the 
people want it, but because the moves are engineered by bril- 
liant, resourceful men of a small minority, who know exactly 
how to steal up on the blind side of the people, even to the extent 
of getting rock-ribbed believers in free enterprise to join in 
with them, as in the case of a group of midwestern bankers 
who have furthered the government ownership cause because 
of the profit in bonds as exposed by former Congressman 
Boren of Oklahoma. 

“An article in THE WALL STREET JOURNAL discloses that 
agencies of local government are now getting into the game in 
a big way, taking over what have previously been private busi- 
nesses, notably utility companies. 

“A prime force in this program is the ability of local govern- 
mental authorities to borrow money cheaply, the cheap money 
being made possible by freedom from taxes. Further, the 
governmental agencies, whether running a utility plant or an 
airport, don’t have to pay taxes on profits. 

“The entering wedge was TVA, which invaded the private 
enterprise field in violation of constitutional law.” 

EpItorIAL STATEMENT, 
Oklahoma City Times. 
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The Atomic Energy Commission 
—Is It to Be Trusted? 


A discussion of the problems and pitfalls which confront this 
“baby” Federal commission, which probably has the most ter- 
rific responsibility of any Federal regulatory body. 


By WIN NELSON* 


HEN Congress, by the Atomic 
Energy Act of 1946, set up the 


Atomic Energy Commission, 
it established a new and untried body 
to take over a grave responsibility 
from military auspices, under which 
the atomic bomb had been brought into 
existence. The purpose of the Atomic 
Energy Commission was not only to 
provide for further development and 
improvement of the atom bomb, but 
also to provide for the development 
and the utilization of atomic energy; 
so that it—subject to the paramount 
objective of assuring our common de- 
fense and security—shall be directed 
towards improving the public welfare, 
increasing the standard of living, and 
strengthening the free competition in 
private enterprise. The importance of 
these so-called civilian aspects of 
further development in atomic fission 
techniques was readily appreciated at 


on correspondent, Indianapolis 
tar. 
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the very outset by the chairman of the 
new commission, David E. Lilienthal. 

The public utility industries were 
immediately responsive to the promised 
peaceful application of atomic energy. 
Leading executives included on the 
AEC special industry board were: 
James W. Parker, president, Detroit 
Edison Company, as chairman, and his 
company associate, Colonel Walker 
Cisler, executive secretary; O. E. 
Buckley, president, Bell Telephone 
Laboratories; Donald F. Carpenter, 
vice president, Remington Arms Com- 
pany; Dr. Gustave Egloff, of Uni- 
versal Oil Company; Paul Foote, ex- 
ecutive vice president, Gulf Research & 
Development Company ; and Robert E. 
Wilson, board chairman, Standard Oil 
of Indiana. 

Recently another member of the 
AEC, Commissioner Robert A. 
Bacher, stressed the progress being 
made in the development of atomic en- 
ergy for such commercial applications. 
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He suggested the advent of a small- 
scale atomic energy reactor (for gen- 
erating commercial power), perhaps 
within two years, and a large-scale 
commercial development within a dec- 
ade. 

Even in the international field, such 
an impressive figure as Pope Pius XII 
has recently urged progress on the com- 
mercial development of atomic fission 
and given his blessing to such peaceful 
application, while at the same time de- 
ploring the possibility of further use of 
the atom bomb as a weapon of warfare. 


P is only natural that the terrifying 

attributes, inherent in the discovery 
of atomic fission techniques, should 
lead to distrust and suspicion at home 
and abroad. One of the members of 
the U. S. Secretary of State’s Com- 
mittee on Atomic Energy, Chester I. 
Barnard, president of New Jersey Bell 
Telephone Company, found this out as 
the result of his recent suggestion, 
made in good faith and sincerity. Mr. 
Barnard urged that all nations make a 
beginning towards the exploration of 
peaceful applications of atomic energy 
by establishing an international ex- 
change of information regarding pres- 
ently available electric power capacity 
figures within the respective territories 
of UN member nations. Mr. Bar- 
nard’s suggestion was met with im- 
mediate adverse reaction on the part of 
the USSR, whose representative 
pointed out that “official” statistics on 
such matters already were available 
and that further international check or 
inspection was not required. 

All of which makes it most im- 
portant that the American people ex- 
ercise calm judgment in appraising the 
work and progress of the Atomic En- 
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ergy Commission. A stampede in the 
wrong direction, at this time, could 
have the result of foreclosing, to the 
electric power industry and other pub- 
lic utility industries, the benefits of 
atomic energy commercial applications 
for years to come. 

Within a short time, it is quite likely 
that the House Committee on Un- 
American Activities will bring forth a 
report on Communist activity in the 
realm of atomic energy development. 
Needless to say, this is a subject that 
properly warrants close supervision; 
but, by the same token, it does not war- 
rant a sensation-seeking type of inves- 
tigation or hasty, ill-advised action, 
under the protective coloration of pre- 
caution, which might defeat its own 


purpose. 


HE House committee report 

doubtless will base its findings on 
its own investigations. The chairman 
of the committee, Congressman J. Par- 
nell Thomas of New Jersey, was an ac- 
tive opponent of the establishment of a 
civilian control commission, and 
fought to the very last to retain the 
military grip upon the development of 
atomic uses. 

The committee’s report, when is- 
sued, is likely to raise anew the ques- 
tion of the efficacy of civilian versus 
military control. It is not wide of the 
mark to report that many sources in 
Congress still predict that control will 
eventually be restored to the military. 

Four bills are now pending in the 
House and Senate which propose to di- 
vest the present Atomic Energy Com- 
mission of its functions, restore them 
either to the military, or to set up a 
special control board composed of the 
Secretaries of State, War, and Navy, 
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Real Security and Advantage 


<4 HE real security and real advantage in an atomic age lie not in 

exaggerated security measures, the restriction of science, or the 

concentration on weapons, but in the advancement of pure and applied 

science with all possible speed and thoroughness. The real security of the 

United States lies in scientific advancement, and the scientists better than 
many others fully realize this.” 





with two other members appointed by 
the President. The latter plan is now 
admittedly outmoded by the National 
Security Act establishing one secretary 
of defense, but the thought behind it is 
the important thing. The sponsors of 
this proposed legislation are Senator 
Kenneth McKellar, an unrelenting 
critic of Atomic Commission Chair- 
man David E. Lilienthal; Senator 
Zales N. Ecton of Montana, a fresh- 
man; and Congressmen Gerald Landis 
of Indiana and Thomas A. Jenkins of 
Ohio. McKellar is the only Democrat. 
The public trepidation that inevi- 
tably will be raised by any reports of 
Communist infiltration into the ranks 
of workers at the Hanford or Oak 
Ridge atomic energy plants suggests 
the desirability of preventing such a 
panicky reaction. Further, it necessi- 
tates a calm consideration of the fac- 
tors involved in the consideration of 
military versus civilian controls. 
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A cuRIOUS phenomenon occurred 
in the Un-American Activities 
Committee hearings in late 1947. The 
subject under investigation was not 
atomic energy at all, but the activities 
of Communists in the Hollywood 
movie industry. At the very end of the 
hearings, the committee put its investi- 
gator, Louis J. Russell, on the witness 
stand. It was late in the day. The hear- 
ing suddenly switched from movies to 
atomic bombs. Russell, a former FBI 
agent, related how the Communist 
party through its contacts had ap- 
proached Dr. Robert J. Oppenheimer, 
genius in charge of the Los Alamos 
bomb project, and sought to obtain 
from him vital secrets connected with 
the development. Dr. Oppenheimer 
had replied that he considered such a 
disclosure “treasonable,” and indig- 
nantly rejected any thought of com- 
municating his knowledge to any but 
the most trusted sources. 
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There the matter was left to rest. A 
certain amount of fear had undoubt- 
edly been generated, but Dr. Oppen- 
heimer was not called to give his 
opinion on how well the vital secrets 
had been protected. Yet, the premise 
had been laid, presumably, for the re- 
port which Chairman Thomas recently 
said was almost ready for publication. 


ig is no secret that Communists have 
succeeded in insinuating themselves 
into labor unions. The Un-American 
Activities Committee has, indeed, pro- 
duced ample proof of that. But the 
committee itself has in the past shown 
a certain tendency to reach far for its 
conclusions on evidence which would 
be inadmissible in courts of law. True, 
congressional committees have never 
been bound by rules of evidence ob- 
tained in courts of law. But that part 
should always be kept in mind in re- 
viewing the work of such committees. 
The point here—and something that 
must be considered in any appraisal of 
a report—is that conclusions more far- 
reaching than the evidence supports 
should not be drawn; that dangers 
should be assessed and not overplayed. 

In this connection, it is well to re- 
member that a great dither was created 
over Communism in the Tennessee 
Valley Authority when TVA Chair- 
man David E. Lilienthal was before 
the Senate for confirmation as Atomic 
Energy chairman. The commotion 
and charges reached such proportion 
that many innocent persons were called 
into question, and among them Lilien- 
thal—as was subsequently demon- 
strated when less than a half-dozen 
proven Communists were shown to 
have succeeded in joining some 16,000 
TVA employees. 
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We must be on guard against just 
such an unwarranted commotion in re- 
gard to the AEC. 

At some time soon, a point will un- 
doubtedly be made that there are many 
Communists or far-left professors and 
scientists in the scores of universities 
and colleges doing contract research 
work for the AEC in advanced fields 
of nuclear development. Chairman 
Thomas has already projected an in- 
vestigation of Communism in the uni- 
versities, and it would be surprising if 
this point did not register itself with 
the committee. 


O NE angle to be remembered is that 

the AEC development work is 
still, for security reasons, highly com- 
partmentalized; that the presence of 
one or a dozen Communists, if they 
should actually be found working in the 
plants as ordinary laborers (something 
not yet demonstrated), still does not 
establish a siphon of scientific facts 
from Oak Ridge to Moscow. 

The AEC, working day and night, 
has had something over nine months 
to recruit new personnel, conduct in- 
vestigations of new and old employees, 
plan and initiate its research and de- 
velopment and manufacturing pro- 
grams, reorient its policy to peacetime 
requirements, and accommodate its 
weekly and monthly work program to 
the vicissitudes of international politics, 
in which it is a vital factor. 

The argument will doubtless be made 
that secrecy and security call for resto- 
ration of military control. In this con- 
nection, it will be remembered that the 
sensational theft of photographs, draw- 
ings, and other data all occurred while 
the military had undisputed direction of 
atomic development and the security 
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provisions relating thereto. The civil- 
ian AEC, according to all evidence, is 
operating under as strict secrecy— 
within the realm of scientific reason— 
after as strict investigations, as the 
military ever operated. In fact, on the 
basis of the available evidence, it is do- 
ing a better job of policing its person- 
nel and its secrets than the military ac- 
complished. 


ene of military control to 
accomplish a dubious enhance- 
ment of security, would indisputedly 
overweight the emphasis on military 
applications of atomic energy. The 
civilian AEC is alert to avoid any lag 
in atomic military science; its establish- 
ment of a vast, forbidden proving 
ground at Eniwetok in the Pacific, a 
bigger, more remote testing area than 
Bikini, is eloquent testimony that it is 
pushing military application of the 
atom to new and more devastating pro- 
portions. 

The most recent report of the 
Atomic Energy Commission discloses 
no lack of progress in security regula- 
tions and the development of a mass 
production technique for weapons. 
The commission speaks in the most 
guarded and discreet language, but its 
report clearly establishes that this civil- 
ian agency is alert to the military ad- 
vancement of the atom. 

The widest range of research and 


development is being prosecuted by the 
commission, whereas the return to 
military controls would inevitably tend 
to overweigh the emphasis on weapons 
and dilute the progress which might 
be achieved in other no less desirable 
fields. 

Scientists themselves fear that under 
military control the progress that is de- 
sirable in atomic development would 
languish. This is the basis of their op- 
position to strictly military control of 
the atom. The real security and real 
advantage in an atomic age lie not in 
exaggerated security measures, the re- 
striction of science, or the concentra- 
tion on weapons, but in the advance- 
ment of pure and applied science with 
all possible speed and thoroughness. 
The real security of the United States 
lies in scientific advancement, and the 
scientists better than many others fully 
realize this. Our long-range security 
can be best served by regulatory, rather 
than military, control over what is, 
after all, an epochal public utility dis- 
covery which, from unfortunate neces- 
sity, had to have its first successful 
demonstration as the most terrifying 
lethal weapon in the sad history of 
human destruction. 


ts cannot be guaranteed even by the 
most ardent advocates of a restored 
military control that such a move would 
accelerate or enhance military science 


7 


reports of Communist infiltration into the ranks of workers 


q “THE public trepidation that inevitably will be raised by any 


at the Hanford or Oak Ridge atomic energy plants suggests 
the desirability of preventing such a panicky reaction. Fur- 
ther, it necessitates a calm consideration of the factors in- 
volved in the consideration of military vERSUS civilian 


controls.” 
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beyond the point it has already attained 
under the direction of the civilian com- 
mission. Nor can it be demonstrated 
that placing the military back in con- 
trol, to tighten up secrecy provisions, 
would accomplish this purpose. 

On the other hand, it is possible to 
establish the gravity of the conse- 
quences of such a move. Such a de- 
velopment might prove disastrous to 
the progress of peaceful usages of 
atomic energy. 

It was shown during the hearing on 
the Atomic Energy (McMahon) Act 
that the military had given little or no 
thought to peacetime use of this en- 
ergy, it had been so engrossed with its 
development as a weapon. Virtually 
all scientists had, at every stage of their 
work, looked to harnessing this energy 
for the benefit and not for the destruc- 
tion of mankind, but the military, on 
this score, was singularly unimpressive 
in its thinking. 

A restoration of military controls 
would inevitably be a distinct shock to 
both pure and applied science. This was 
demonstrated by the scientists them- 
selves who served notice at the hearings 
that they could not be expected to work 
in what they considered to be a military 
strait jacket, which, under the Manhat- 
tan District rules, forbade them to dis- 
cuss their experiments and findings 
with their most intimate superiors. 
Science itself—the life of any future 
development—would be given a serious 
shock and possibly a disastrous one by 
handing controls back to the War 
Department. 


HE military, preoccupied with its 
primary concern of maximum de- 
velopment of weapons, would have 
little time or energy to “waste” on de- 
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velopment of atomic power plants or 
other uses. It would give such scien- 
tists as should remain at work in the 
field a minimum of peacetime develop- 
ment jobs, and a heavy overload of con- 
centration on weapons. 

The possibilities of international 
controls—not promising at the very 
best—would be banished forever by 
such a move. The word would go 
round the world, into every chancel- 
lery and general staff headquarters, 
that the United States, expecting an 
imminent atomic war, had reéstablished 
military concentration on the bomb, had 
relegated all other atomic usages to the 
scrap heap, and was straining every 
energy to develop the most and most 
terrible atomic weapons, 

Exaggerated military secrecy could 
be expected to multiply itself almost 
endlessly, until the educational proc- 
esses which must be carried out, if we 
are to learn how to live with and con- 
trol this new social force, might well be 
killed a-borning. Study groups, school 
discussions, classroom debates, other 
educational processes devoted to teach- 
ing young and old the basic principles 
of successful living in an atomic age 
might wither for want of information, 
or be closed up by positive injunction. 
This could hardly encourage the educa- 
tional process which is vital to success- 
ful mastery of the atom. ‘ 

The same can be said to be true of 
general scientific developments, of the 
use of radioactive isotopes in the treat- 
ment of literally hundreds of diseases. 
Exaggerated secrecy might well retard 
medical development for decades, or 
even longer. 


HE civilian commission, at the 
very least, is entitled to a fair 
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trial of its capabilities under the policies 
laid down in the Atomic Energy Act. 
Even if it should fail—and all dis- 
cernible prospects presently point to its 
success—the act itself would be en- 
titled to further trial with abler men, 
if they can be found, to carry out its 
policies. 

Science, as the scientists themselves 
maintained, cannot work in a strait 
jacket ; its life is the free exchange of 
ideas. Military application is concerned 
only with the development of bigger 
and more destructive bombs. If this is 
to be restored to preéminence (and it 
is not even now being lost under a civil- 
ian commission), the educational 
process by which we must learn to live 
in an atomic age may well be perma- 
nently defeated; medicine, interna- 


tional controls, the development of all 
peacetime usages of which science may 
finally be capable, may be irretrievably 
lost. 

The Atomic Energy Act wisely 
sought to strike a fair balance between 
the bomb itself and the peaceful de- 
velopment of all the blessings and bene- 
fits that atomic energy might bring to 
man, within general policies arrived at 
only after the most extreme travail in 
and out of Congress. The ink was 
hardly dry upon the act itself when it 
was subject to attack. 


ys attacks may not be long in 
coming. Atomic energy will not 
reach its fullest, most beneficial devel- 
opment through narrowness, fear, sus- 
picion, and restriction. 





Burden of Subsidizing Public Transit Operations 


saad 9” fe private business can operate year in and year out at 
a loss. When New York city entered the transit field, 
it engaged in a business venture. Up to a certain point, the city 
could run its transit investment at a loss and make up the deficu 
out of tax revenues. But the size of the annual transit deficit 
long ago passed that point. Instead of New York city running 
transit, the transit deficit is running the city, compelling post- 
ponement of urgently needed improvements because the dead 
weight of transit debt has exhausted the bulk of the city’s bor- 
rowing power. ; 

“No other city in the country has allowed itself to get int 
such a position. Other municipalities have gone into business 
ventures, including the provision of utility service. Where these 
services do not produce a profit, the city at least seeks to secure 
enough revenue from them to service the debt incurred to pro- 
vide the service. 

“There ts no reason, economic or social, for a city to furnish 
transportation service at a huge loss, any more than there is for 
the city to sell food and clothing to all its residents at a fraction 
of the cost. If there are low income groups that require assist- 
ance, relief should be provided them directly and not through 
making one particular utility service available to all at half tts 
cost.” 

—EDITORIAL STATEMENT, 
The Journal of Commerce. 
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Surprise FPC Report on Gas 


A Federal Power Commission is 
not letting Congress forget that it 
has been a long time since it has had a 
full complement of commissioners. (At 
this writing the nomination of Burton 
N. Behling for the FPC vacancy was 
still being held up in the Senate 
Interstate and Foreign Commerce Com- 
mittee. ) 

First, there was the revelation before 
the Senate subcommittee hearings on the 
Rizley Bill, to the effect that Chairman 
Smith and Commissioner Wimberly had 
distinctly different views on major regu- 
latory policies affecting natural gas, as 
compared with Commissioners Olds and 
Draper. Now this same split has been 
underscored by the issuance of two dif- 
ferent reports on certain controversial 
phases of the FPC’s 2-year-old investi- 
gation into the natural gas industry. 

The main trouble with these two re- 
ports is that no one can say which is the 
report of the commission. The Olds- 
Draper version ranks, numerically at 
least, with the Smith-Wimberly version. 
And if Congress is confused about which 
version represents the views of the com- 
mission, somebody is in a good position 
to tell the Senators it is their own fault 
for permitting the commission to go 
shorthanded on the top deck for, lo, these 
many months. 

It is generally expected, but by no 
means certain, that Mr. Behling, if con- 
firmed, would sign the Smith-Wimberly 
version rather than Olds-Draper edition 
—thereby giving the chairman the first 
chance he has had in a long time to speak 
for a majority of the board. The FPC 
situation is beginning to resemble the 
disturbed condition of the Federal Com- 
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munications Commission a number of 
years ago when the seven members of 
that board split in several directions, and 
one of the late Roosevelt appointees 
wistfully complained that he was willing 
to go along with the majority if he could 
only find a majority. 


os 
The Field Price v. Cost Base 


HE titles of the three parts of the 

FPC report in which the contro- 
versial dispute occurs were: Part V, 
“Fuel Prices for Natural Gas”; Part 
VII, “Interfuel Competition”; Part 
VIII, “Uses of Natural Gas.” The Smith- 
Wimberly edition totaled in all about 360 
double-spaced typewritten pages with a 
number of charts and footnotes. Of 
these three titles the “Fuel Prices for 
Natural Gas” study is likely to draw at- 
tention because of the pendency of the 
Rizley Bill. 

The Smith-Wimberly report reviewed 
the need for more stabilizing price influ- 
ence on natural gas production. It rec- 
ommended that certain rate-fixing stand- 
ards should be written into the Natural 
Gas Act and even admitted that conven- 
tional FPC net investment rate base 
formula had not worked out so well as 
applied to gas production pipe-line com- 
panies and their affiliates. 

The report suggested that the free 
commodity price influence, whether it be 
the avowed field price or field price plus 
some adjustment in the particular case, 
should be the standard for determining 
the cost of gas for rate-making purposes. 

In this way the producers of gas 
would be encouraged to take the neces- 
sary steps to conserve gas now wasted. 
FPC recognition of natural gas cost to 
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utility producers, based on original cost, 
has so far “generally been less than field 
prices for natural gas received by other 
producers.” The U. S. Supreme Court 
has not precluded the FPC from aban- 
doning cost regulation in favor of a com- 
modity price, but has simply left the dis- 
cretion up to the commission to use one 
method or the other. The Smith-Wim- 
berly recommendations for changes in 
the Natural Gas Act, therefore, boil 
down to: (1) Direct the FPC to apply a 
commodity price standard in determining 
the reasonable cost of gas to pipe-line 
companies based on “independent bar- 
gaining between buyers and sellers”; 
(2) apply other comparable measures of 
commodity prices where a local test 
based on arm’s-length bargaining is not 
available; (3) allow adjustments for 
dissimilarity in location, volume, pres- 
sure, etc., in each particular case; (4) re- 
serve to the FPC authority to obtain all 
necessary information, including “cost 
data.” 


ART VII, according to the Smith- 

Wimberly version, took the view that 
interfuel competition is a problem for 
the gas industry and other fuel industries 
to work out rather than leaving it up to 
the FPC or any other regulatory author- 
ity. In this respect the Smith-Wimberly 
report seems to throw out any FPC am- 
bition to control the “end use” of gas 
consumption. 

It is true that the report points out the 
likely results of a “runaway market” on 
the available 30-year supply (estimated) 
of natural gas, because it has become the 
nation’s “bargain fuel.” The major con- 
tributing factor in this situation “has 
been the advancing prices of coal and 
oil.” Another major factor in this chang- 
ing price relationship (between gas and 
other fuels) has been the effect of regu- 
lation, natural gas being subject to Fed- 
eral and state rate control, whereas coal 
and oil have been free to change prices 
in relation to increasing costs and de- 
mands. Nevertheless, the Smith-Wim- 
berly report does not claim that the 
regulation of “end use,” however desir- 
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able as a social and economic objective, 
is a function of the FPC. On the con- 
trary, it states that the regulatory func- 
tion is simply to see that gas is provided 
at reasonable and nondiscriminatory 
rates, consistent with high service 
standards. 

How could the gas industry work this 
out? The report points out that where 
gas is made available to that use for 
which it is the most suitable fuel, it can 
command a premium price for that very 
reason. Thus, it is in the interest of the 
natural gas industry itself to concentrate 
on “the selective marketing of natural 
gas for industrial purposes . . . which 
especially require assured service of a 
premium-quality fuel and which can 
therefore pay a premium price for it.” 
The report stressed the fact that 98 per 
cent of the nation’s fuel reserves is in 
solid form and is likely to remain so 
despite future discoveries of petroleum 
and natural gas. Since, therefore, the 
long-range dependence of the nation 
must be on solid fuels, the importance 
and inevitability of synthetic derivation 
of both liquid and gas fuel from coal 
become most significant. 

Incidentally, the expanding use of 
natural gas as a substitute fuel for 
coal is hurting the railroads which used to 
haul the coal. Injury to railroad revenue 
through substitution of gas for coal is 
estimated at from $39,000,000 to $59,- 
000,000 a year. The estimate was made 
by spokesmen for 23 eastern railroads at 
FPC’s hearings on the application of 
Trans-Continental Pipe Line Company 
to pipe natural gas into the New York- 
Philadelphia-Baltimore area. On the 
other hand FPC statistics indicate that 
electric utilities burned 24 per cent more 
coal in 1947 than in 1946. Consumption 
in 1947 totaled almost 90,000,000 tons. 


* 
Washington Plan Passes 


HE celebrated Washington plan for 
automatic sliding-scale rate adjust- 
ments on a SS is being 
quietly dropped by the District of Co- 
lumbia Public Utilities Commission. It 
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was under this plan that the electric rates 
in the nation’s capital had been going 
down steadily ever since 1924 when the 
plan was instituted until, today, the rates 
of the Potomac Electric Power Company 
are among the lowest in the entire 
country. - 

In recent years, however, adjustments 
have had to be made in the net portion 
of the rate of return ¢ ome to the com- 
pany as distinguished from that portion 
plowed back into rate reduction for cus- 
tomers. Furthermore, the adjustments 
have been perhaps more frequent than 
was deemed consonant with a stabilized 
rate structure. Then, too, increasing op- 
erating expenses have made it apparent 
that the long downward curve in electric 
utility rates must eventually end, if it has 
not scraped bottom already. 

The new formula approved by the 
public utilities commission, as a substi- 
tute for the Washington plan, is calcu- 
lated to prevent rate increases or de- 
creases, but at the same time refund cash 
to customers who paid scheduled rates. 
The refund would be part of any excess 
earnings over a specified amount. Un- 
der the sliding scale, consumers have 
benefited by many rate reductions, but 
have never received annual cash refunds. 


HE new plan was designed by Chief 

PUC Accountant V. A. McElfresh 
and it bears his name. For purposes of 
stabilization, the rate of return on plant 
investment is fixed, under the new plan, 
at 54 per cent. To preserve company in- 
centive to furnish efficient service, the 
company is permitted to keep one-half 
of all net earnings in excess of 5} per 
cent. The consumers are to receive cash 
refunds out of the other half of excess 
earnings. Such rebates will be deducted 
from each consumer’s December bill 
each year. 

When such rebates are received, they 
will correspond to rate reductions. Un- 
der certain circumstances all or part of 
their half of excess profits will be 
plowed back into a “deferred credit ac- 
count.” When this is done it will cor- 
respond to rate increases. 
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While it is hoped by the public utilities 
commission that rate changes will not be 
made, the McElfresh plan does not pre- 
clude them. But it is expected that they 
will be infrequent, if they occur at all. 
Out of consumer refund reserves already 
in existence, $713,000 will be set up in 
the deferred credit account. Effort will 
be made to keep this account at 3 per 
cent of annual revenues, which now ap- 
proximate $24,000,000. 

When this account falls below 3 per 
cent, an amount equal to 10 per cent of 
Pepco’s September revenues will be de- 
ducted from the consumer’s half of ex- 
cess earnings and will be placed in the 
deferred credit account, to keep it built 
up. The remainder of the consumers’ 
half of excess earnings will be refunded 
on December bills, with the following 
exceptions : 

Refunds will only be made (in De- 
cember) in multiples of 5 per cent of 
September bills. Further additions to 
the deferred credit account will be made 
of such percentage in excess of the next 
lowest multiple of 5. That is, if the re- 
maining consumers’ share is 4 per cent, 
the account will get it all and the con- 
sumer will get nothing ; if it is 9 per cent, 
the consumer will get 5 per cent and the 
account will get 4 per cent. 


N other words the customers will con- 

tribute to a deferred credit account 
or “stabilization reserve” whenever it 
falls under 3 per cent of annual receipts. 
But as a practical matter it is not expect- 
ed to fall that low. And if, on the other 
hand, it increases to more than 5 per cent 
of annual receipts, the commission is 
authorized to “consider” a reduction in 
rates. If, by any chance, it should fall 
below 2 per cent, the company is entitled 
to consider increasing rates. 

The new plan makes no provision for 
compulsory hearings such as was fe- 
quired annually under the old plan.- But 
the commission indicated that results 
would be checked at public hearings each 
year just the same. September revenues 
were adopted as the yardstick because it 
is a representative month for Pepco in- 
come. 
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CWA Quickens Activities 


OMMUNICATIONS WORKERS OF 
AMERICA groups are actively pre- 
paring for negotiation of contracts in 
April. Active campaigns for new mem- 
bers, regional meetings, and actual draft- 
ing of desired contracts are the union’s 
main interest at present. About 200,000 of 
the 233,000 workers represented by CWA 
are covered by contracts which come up 
for renewal between April Ist and mid- 
May. Officers of the union in Washing- 
ton and leaders in many of the regions 
are worried about the problem of layoffs 
and permanent unemployment in many 
companies. D. C. headquarters says that 
layoffs are already present in the manu- 
facturing branch of the industry; also 
that there is a likelihood that they will 
occur in other branches. Hence, CWA 
will stress the obtaining of clauses in con- 
tracts which give job protection in ac- 
cordance with seniority. Termination 
pay for those laid off is another point to 
receive attention. 

The union believes that the Bell sys- 
tem’s expansion program over the next 
five years will result in the layoff of 100,- 
000 or more operators due to conversion 
from manually operated equipment to 
dial. In New Jersey, this question is of 
immediate interest to the union because 
dial conversion is already under way. At 
a recent convention of the New Jersey 
Traffic Division 55, CWA, the layoff 
problem received considerable attention. 

lembers were urged to follow the ad- 
vice of the CWA dial conversion com- 
mittee. This group has made a study of 
the problem and suggests that local bar- 
gaining units seek contracts which cover 
the following points : 
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1, Provide termination pay for tem- 
porary employees who are laid off. 

2. Give the option to regular em- 
ployees of transfer or termination al- 
lowance in case of a reduction in force 
because of dial conversion. 

3. Provide that the shifting of em- 
ployees be on the basis of seniority. 

4, Provide union-wide seniority. ° 

5. Provide for a change in benefit 
plans which will allow class A pen- 
sions on a voluntary basis to employees 
with twenty-five years’ service as a 
means of taking care of surplus due to 
dial conversion. 

6. Provide that management use all 
possible means to locate employees in 
other jobs in the same company or in 
another company when there are re- 
ductions in force. 


Ww" respect to wage demands based 
on changes in the cost of living, 
the union is playing safe. Bargaining 
units plan to leave the dollars and cents 
demands for wage increases until later 
in negotiations when changes both in 
living costs and business activity can be 
evaluated more accurately. This may 
well be one of the principal reasons for 
placing emphasis on job security rather 
than on high wage rates. If the cost of 
living should slide downward, or should 
a serious business. recession develop, the 
wage advance issue would lose much of 
it attractiveness for bettering the work- 
ers’ situation. 

A greatly increased organizing fund 
has been approved by the CWA execu- 
tive board. It really is big—$250,000 as 
compared with its recent budget of $78,- 
000 for this purpose. A primary reason 
for this action is to combat efforts of the 
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rival CIO Telephone Workers Organiz- 
ing Committee to raid the CWA mem- 
bership. Mr. Beirne, CWA president, 
claims that TWOC-CIO now represents 
only about 35,000 telephone workers as 
compared with CWA’s 233,000 members. 
He also states that there are some 200,- 
000 telephone workers outside of CWA 
who should be brought under CWA’s 
banner. In order to raise this new or- 
ganizing fund each member will be as- 
sessed $1 and the proceeds will be added 
to the $78,000 organizing fund voted at 
the union’s convention last June. 

A group of about fifty organizers plan 
to meet in Washington, D. C., for a week 
beginning March 22nd. Purpose is to 
exchange information and to codrdinate 
plans for recruiting members. 

As to the closed-shop issue, CWA has 
authorized its divisions to negotiate for 
union-shop clauses. This can be done of 
course only where membership desire for 
such clauses has been verified through 
ballots conducted by the National Labor 
Relations Board under provisions of the 
Taft-Hartley law. 

Also, the regional divisions have been 
authorized to negotiate for (1) shorten- 
ing of apprentice periods, now generally 
eight years in length, (2) narrowing 
of wage levels between small and large 
towns to eliminate inequities, (3) up- 
grading of inequities where inequities 
exist, and (4) correcting certain situa- 
tions peculiar to various localities or 
types of work, or where present condi- 
tions are below industry standards. 

On the legislative front, CWA Presi- 
dent Joseph A. Beirne has appeared be- 
fore a subcommittee of the House Com- 
mittee on Education and Labor to urge 
enactment of a bill providing equal pay 
for equal work for women. About 65 
per cent of the union’s membership is 
comprised of women. 


* 
Western Union Discontinues 


Some Offices — Telephone 
Company Takes Over 


ESTERN UNION has decided that 
some of its local offices should be 
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discontinued. A local telephone com- 
pany will take over. FCC agrees. In 
fact the commission has issued a formal 
order allowing the discontinuance of 
WU operation of its class 1-B offices in 
six small Ohio towns — Bellefontaine, 
Delphos, Lebanon, Marysville, Mount 
Gilead, and Ottawa. e Telephone 
Service Company of Ohio (independent) 
will operate the teleprinted services from 
its own local exchanges. 

Reason given by WU for wishing to 
discontinue the service was that the vol- 
ume of business at these offices was not 
sufficient to warrant continued operation. 
Commissioner Durr was the only mem- 
ber of FCC who declined to join in ap- 
proval of the order. He contended that 
the commission should not proceed with 
such “piecemeal”? commitments .in ad- 
vance of a fundamental over-all policy 
decision on the question. 

Commercial Telegraphers Union 
(AFL) opposed the switch on the 
grounds that it would reduce employ- 
ment of telegraph workers. The union 
also contended that telephone company 
operations of telegraph facilities would 
constitute a “merger” in violation of anti- 
trust laws. However, the U. S. Attorney 
General denied this contention. Also, 
the FCC order pointed out that the same 
number of people will be assigned to 
telegraph duties as previously. The only 
physical change will be the relocation of 
conventional teleprinter equipment in the 
offices of the telephone company. 


> 


Congressional Criticism of FCC 


c= legislators on Capitol Hill are 
taking verbal digs at the FCC. They 
are of a political nature for the most part. 
Some are aimed at a possible congres- 
sional investigation of the commission. 
Qualified observers in Washington, D. 
C., are inclined to shrug their shoulders 
at these occasional outbursts of criticism. 
They don’t think there is much likeli- 
hood of a serious investigation this year. 

The short blasts come from various 
directions. For example, Representative 
Wigglesworth (Republican, Massachv- 
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setts) claimed that the commission is 
politically dominated by the administra- 
tion. ; 

He also took Commissioner Durr 
to task for his sympathy with radicals. 
Apparently Mr. Wigglesworth would 
like to have a hand in an investigation 
because he said, “if the Committee on 
Foreign and Interstate Commerce is not 
in a position to conduct an investigation, 
it should be conducted without further 
delay by a select committee.” The stage 
for these comments was a routine hear- 
ing on a bill dealing with additional radio 
frequency for FM broadcasting. Wig- 
glesworth is chairman of the independent 
offices appropriations subcommittee, 
which passes on the FCC budget. The 
formation of a “select committee” 
does not seem to be in the cards at pres- 
ent at least because the Interstate and 
Foreign Commerce Committee normally 
would be expected to block such a move. 

Representative Taber (Republican, 
New York) voiced disapproval of the 
fact that three former chairmen of the 
commission now are practicing law be- 
fore the commission. He pointed out that 
these men (Fly, Porter, and Denny) 
had not completed their terms and that 
they were supposed to have “great 
influence.” 


* 


Progress in New England 
Bell Rate Case 


Le much delay, things are begin- 
ning to happen in the rate case of 
New England Telephone & Telegraph 
Company. In resolute judicial language 
the New Hampshire Supreme Court has 
directed the state public service com- 
mission to grant an immediate emer- 
gency increase in telephone rates. The 
court ordered the commission to grant 
sufficient advance to “put a stop to the 
continuing operating losses of the com- 
pany and pay accruing interest upon 

€ company’s bonds allocated to its 
New Hampshire property, used in in- 
trastate business.” 

The decision of the court was 
unanimous. It denied the finding of the 
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commission that no emergency exists. 
The commission had held up the request 
of the company for a year despite the 
fact that the company had offered to 
post a bond for the emergency rate in- 
crease. The amount of increase allowed 
was $770,000 annually as compared to 
$1,680,000 asked by the company. The 
advanced rates go into effect imme- 
diately. 

Some progress was made in the New 
England Case in the state of Rhode Is- 
land. Here there is considerable con- 
troversy which is receiving much pub- 
licity in the city of Providence. Recently 
the state has wound up its presentation 
at public hearings. Concluding wit- 
nesses for the state were Cyrus G. Hill, 
utility rate engineering consultant; 
Henry M. Long, chief of the FCC Ac- 
counting Regulation Division ; Raymond 
Ankner, FCC principal accountant ; and 
Cosmos Affanasiev, FCC depreciation 
engineer. 

Testimony dealt at length with the 
AT&T license contract service charges. 
Disputed was the inclusion of AT&T 
Federal income taxes in license contract 
service costs. New York taxes paid by 
AT&T were put in the same category. 
The handling of depreciation reserves by 
the New England Company was criti- 
cized severely by FCC Accountant Long. 

Southern Bell Telephone & Telegraph 
Company has received a setback in two 
states in its campaign to obtain rate 
boosts. In Georgia a Fulton county 
3-judge panel nullified an injunction 
previously ordered by Superior Court 
Judge Bond Almand. The recent action 
has the effect of denying the company its 
full request for increases in rates even 
on a temporary basis. 


N Mississippi, the state public service 

commission has denied without giv- 
ing any explanation the petition of 
Southern Bell for a supplementary rate 
increase. The amount requested would 
have yielded about $1,500,000 in addi- 
tional annual gross income. The com- 
mission simply terminated hearings and 
denied the request without issuing a 
formal order or opinion. 
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By OWEN ELY 


Electric Rate Increases on the 
Way? 


. ee recent decline in commodity 
prices poses the question as to 
whether the electric utility companies 
should ask for rate increases at this junc- 
ture. As pointed out in the previous issue 
of this department, California Electric 
Power is apparently the first company in 
recent years to seek a full-fledged electric 
rate increase, with the plea that otherwise 
the rate of return on its rate base would 
be only about 4.8 per cent. 

While it is still early to draw sound 
conclusions, the general feeling is that 
the recent declines merely adjusted ab- 
normal values in grain and other farm 
commodities. It still remains to be seen 
whether the cost of living and the cost 
of manufactured goods and machinery 
will decline materially at this time. Such 
declines were forced in 1920 by inven- 
tory liquidation, in turn caused by calling 
of loans due to overextended bank credit. 
We appear to have a better banking set- 
up at this time, though the banks are re- 
porting “tightening up” their loan poli- 
cies. 

The current readjustment appears to 
be of psychological value in reducing 
more unreasonable demands for a third 
round of wage increases, and in checking 
the inflationary spiral which threatened 
to get out of hand. The political hullaba- 
loo over the recent price advance in un- 
finished steel products (with the FBI 
interviewing officers of sixteen com- 
panies) highlights this psychology— 
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though these particular products are 
only about 4 per cent of total steel out- 
put. 


T would doubtless be bad tactics for 
the electric utility companies to de- 

mand rate increases on any wide scale at 
the present moment. However, they 
should be as well prepared as was the 
Bell telephone system last year, to seek 
increases as soon as the downward trend 
of earnings is clearly forecast or indi- 
cated. Some large utility companies have 
been slow to ask for needed rate increases 
for their gas and transit services. The 
electric companies, where earnings in 
individual cases are deteriorating, should 
not be caught napping. It frequently 
takes six months or a year to obtain even 
emergency increases, after applications 
have been filed; hence it is essential to 
have operating data and legal papers 
prepared in advance of their immediate 
need. 

The Twentieth Century Fund has just 
released a survey entitled Electric Pow- 
er and Government Policy. In a final 
chapter, a representative “Power Com- 
mittee” concludes that American users of 
electricity may get better value and serv- 
ice, and investors in utilities better pro- 
tection and returns, if electric rates are 
set by open and frank negotiation be- 
tween company management and regula- 
tory commissions, rather than by long 
and complicated “rate case” operations. 
The public and interested parties would 
have a chance to be heard in these 
negotiations. Such procedure would do 
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much to speed up dilatory rate cases, so 
that utilities would not be penalized by 
an interim period of bad earnings. The 
labor unions can frequently get “retro- 
active” increases in wages; the utilities 
never get retroactive rate increases. 

The electric utilities are now reported 
to be planning about a 50 per cent in- 
crease in net plant account—the expendi- 
ture of some $6 billion for generating 
equipment and distributing facilities. 
Contracts already have been let for one 
to three years ahead, and any downward 
price adjustments may prove difficult re- 
gardless of the “record” drop in grain 
quotations. The cost of obtaining the 
necessary funds (in interest and divi- 
dends) is also rising. 


RESIDENT Oakes of the EEI has esti- 

mated that during 1948-1951 the elec- 
tric utilities will have to raise about $3.9 
billions (plus “generated” cash of $2.1 
billions). This apparently means that 
these utilities should issue about $2.2 bil- 
lions in bonds, $1.1 billions in preferred 
stock, and $600,000,000 in common 
stock.* In order to earn 5 per cent on a 
net plant investment of $5.4 billions 
(after deducting the charge to deprecia- 
tion reserves of about $600,000,000) ad- 
ditional earnings of some $270,000,000 
(net after taxes) will be needed. Before 
Federal income taxes the amount would 
approximate $400,000,000. This amount 
compares with 1946 gross income of 
about $824,000,000 and about the same 
amount for 1947. Thus operating earn- 
ings would have to be increased nearly 50 
per cent between now and 1951 in order 
to maintain a safe level of earnings. 

Even if rising costs are being checked, 
can the growth of the business be’safely 
counted on to furnish this necessary in- 
crease in net? Perhaps more accurate 
figures and forecasts will be available 
later in 1948, on the basis of data to be 
published in the annual reports which are 
now beginning to make their appearance. 


*These estimates are higher than those pre- 
pared by Charles Tatham, Jr., of Institutional 
Utility Service. (See February 26th issue, 
page 285.) 
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In any event, the next few years may 
prove crucial ones for the electric light 
and power industry from a financial 
standpoint. Individual companies should 
budget their figures for several years 
ahead to see “where they are coming out” 
and to be ready, in advance of immedi- 
ate necessity, to seek reasonable rate in- 
creases. 

Already some utility executives are 
sending out “trial balloons,” through 
statements in their annual reports, re- 
garding future requests for rate in- 
creases. President Barney of Hartford 
Electric says that “unless the trend of in- 
creasing costs stops, or better yet re- 
verses itself, there is every indication 
that some upward adjustment in rates 
will become necessary in the near future, 
or, as an alternative, some reduction in 
quality or quantity of services now cov- 
ered by present prices.” President Van 
Wyck of Illinois Power says “the situa- 
tion in some classifications, for example 
the lower steps of large power schedules 
and the gas space-heating schedules, 
merits serious consideration as to pos- 
sible necessity of upward adjustment.” 


| oon GAS AND ELECTRIC, in its pros- 
pectus on the new common stock now 
being offered to stockholders, refers to 
the assumption that additions to capital 
“will be properly includible in the rate 
base on which the company will be en- 
titled to make a fair return.” Other re- 
ports also hint at the future necessity of 
rate increases to help sustain the present 
heavy construction campaign. 
™ 

Pending Utility Financing 
| cae for utility financing in Febru- 

ary are not available at this writing, 
but are expected to exceed January’s 
$174,000,000. Issues tentatively sched- 
uled for March total almost $300,000,- 
000—eight mortgage issues totaling $76,- 
000,000, seven debenture issues (two of 
them convertible) totaling $202,000,000, 
and three small common stock offerings 
totaling $11,000,000 (not including the 
large Pacific G&E offering, which was 
initiated in February). 
MAR, 11, 1948 
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Issues scheduled for later offering in- 
clude eight mortgage bond issues total- 
ing $99,000,000, four debentures aggre- 
gating $136,000,000, three preferred 
stock issues totaling $15,000,000, and 
four common stock offerings (including 
the large Mountain States Tel. & Tel. is- 
sue) totaling $28,000,000. Preferred 
stocks are still obviously very unpopular, 
while convertible debentures are in favor. 
The suggestion is again offered that 
utilities resort to local sales of preferred 
stock, perhaps with open-end issues sold 
“over the counter” to customers through 
direct mail advertising (also perhaps 
through employee campaigns). 

A number of other security issues are 
in preparation, but it seems a little doubt- 
ful whether this year’s financing will 
equal last year’s monthly average of 
$260,000,000. These are over-all figures 
for the utility industry, including tele- 
phone, natural gas, etc., and hence con- 
siderably exceed the amounts mentioned 
elsewhere in the department regarding 
the electric utilities’ finance program for 
1948-51. 

> 


Utility “Debutants” of 1948 


a year now the progress of hold- 
ing company integration introduces 
new utility names to the investment pub- 
lic through the sale or distribution of 
holding company interests, or the sale of 
“new money” stock by holding company 
subsidiaries. Last year, for example, 
there were the following: 


. City Electric (American Gas & 
ec.) 


sk oe Oregon Power (Standard G. &° 


) 

El Paso Electric (Engineers P.S.) 

Gulf States Utilities (Engineers P.S.) 
Michigan G. & E. (Middle West Corp.) 
Oklahoma G. & E. (Standard Gas) 
Portland General Electric (Portland Elec. 

Power) 
Potomac Electric Power (North American 


Pub. , of New Mexico (Cities Service) 
Virginia Elec. & Pow. (Engineers P.S.) 
Wisconsin Elec. Pow. (North American 


Co.) 
Central & South West Corp. (Middle West) 
New England Electric System (New Eng- 
land Power Association) 
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New England Gas & Electric (General Pub- 

lic Utilities) 

Several operating company stocks al- 
ready have made their debut in 1948 and 
others are scheduled to make their bows 
later this year. Following are thumb- 
nail sketches of the recent new names 
and the others which are in prospect over 
the balance of the year: 


P grass Gas LicuT stock was re- 
cently issued to holders of Con- 
solidated Electric & Gas preferred on a 
7-for-1 basis, and is currently quoted 
over counter around 17. A quarterly 
dividend of 30 cents was to be paid 
March Ist, indicating a regular $1.20 
rate, so that at the current price the yield 
approximates 7.1 per cent. 

The company has enjoyed rapid 
growth in recent years, revenues increas- 
ing from $5,612,000 in 1937 to $13,901,- 
000 in the twelve months ended Septem- 
ber 30, 1947. Revenues of $16,000,000 
by 1950 have been forecast as a result of 
increasing demands for natural gas. 
Share earnings have increased from 
79 cents in 1942 to $2.01 in the twelve 
months ended September 30, 1947, these 
figures being based on the adjusted num- 
ber of shares, 802,553. 

The company was incorporated ninety- 
two years ago and enjoys the confidence 
of local investors as indicated by the 
fact that (as of December 23rd) 38 per 
cent of the shares were held in Georgia. 
The company is benefiting by the increas- 
ing use of natural gas for house heating, 
as well as hot water heating and cooking ; 
with low rates there is very little compe- 
tition from coal or oil. Natural gas is 
purchased from Southern Natural Gas 
Company. While the contracts expire in 
1949 there is little doubt that they will 
be renewed; the company has asked 
Southern to supply 200,000,000 cubic feet 
of gas daily by the end of 1948. South- 
ern plans to build a duplicate line to the 
Atlanta area and in the meantime is in- 
creasing capacity by enlarging the pump- 
ing stations. 

Earnings were reduced early this yeat 
in an annual amount of $276,000, equiva- 
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lent to about 21 cents a share after Fed- 
eral tax savings. However, it is thought 
that the rate cut will soon be absorbed. 

According to pro forma figures as of 
September 30, 1947, total capitalization 
is $19,300,000, of which 36 per cent 
represents first mortgage 3s of 1963, 10 
per cent the 44 per cent preferred stock, 
and 54 per cent the common stock and 
surplus. 


ENTRAL ILLINOIS PuBLIC SERVICE 
(popularly known as “CIPS”) was 
scheduled for distribution February 26th 
to Middle West stockholders of record 
January 26th, in the ratio of 1 for 2. The 
stock is currently quoted “when dis- 
tributed” over counter at about 12}. 
Based on the anticipated dividend rate of 
$1 the yield is about 8 per cent. 

Middle West is a holder of 74 per cent 
of the stock, with Halsey, Stuart & Co. 
of Chicago owning the remainder. Prior 
to distribution of the stock the company 
sold 430,000 “new money” shares to the 
two stockholders at $10 a share to help 
finance construction work. It also sold 
$10,000,000 Ist 3%s in January through 
Halsey, Stuart. 

In the twelve months ended Septem- 
ber 30, 1947, the pro forma share earn- 
ings were approximately $1.57. The pres- 
ent price of the stock reflects a price- 
earnings ratio of about 8. Earnings 
should eventually increase as a result of 
the injection of new funds into the piant. 
At the moment the stock seems handi- 
capped marketwise by the pending dis- 
tribution of shares to thousands of stock- 
holders of Middle West, many of whom 
have only been interested in the latter’s 
appreciation possibilities. The Halsey, 
Stuart stock also will come on the market 
at some future date—but probably not 
under current market conditions. 

_ Middle West is expected to distribute 
its other holdings during 1948, including 
two important stocks not publicly held— 
Kentucky Utilities and Wisconsin Pow- 
er & Light. However, a substantial part 
of the Wisconsin stock may shortly be 
transferred to the hands of the public 
through dissolution of an intermediate 
holding company, North West Utilities. 


There has been some long litigation over 
the allocation of Wisconsin P&L between 
Middle West and public holders of North 
West. 

A plan was finally approved by the 
SEC and has recently been confirmed 
by District Judge Leahy. While distri- 
bution of the stock may be delayed until 
expiration of the appeal period (and 
longer if an appeal is entered) an over- 
counter “when distributed” market ap- 
pears likely to be initiated in the near 
future. | 


ISCONSIN Power & LIGHT is a 
medium-sized company with rev- 
enues of about $15,000,000 (91 per cent 
electric, 8 per cent gas, and some water 
and miscellaneous revenues). Capitaliza- 
tion at the end of 1946 was about 56 per 
cent debt, 17 per cent preferred, and 27 
per cent common equity. The company 
is currently planning to sell $3,000,000 
new money bonds and $3,000,000 4.80 
per cent preferred stock (the latter to 
be offered to present preferred holders 
for subscription). Earnings in the 
twelve months ended September 30, 
1947, were $1.87 a share on the common. 
Kentucky Utilities also has annual rev- 
enues of about $15,000,000, derived 91 
per cent from electricity, 3 per cent from 
gas, and 6 per cent from miscellaneous 
services. Capital structure at the end of 
1946 was about 57 per cent debt, 28 per 
cent preferred stock, and 16 per cent 
common equity ; however, the equity ra- 
tio will be improved by the investment of 
an additional $4,000,000 by Middle West 
Company prior to July Ist this year. 
Southern Company was created by 
Commonwealth & Southern last year as 
a subholding company, taking over its en- 
tire holdings in five of the six southern 
companies owned by Commonwealth— 
Alabama Power, Georgia Power, Gulf 
Power, Mississippi Power, and Savan- 
nah River Electric. (The latter is a non- 
utility company owning flowage land.) 
The sixth company, South Carolina Pow- 
er, is slated to be sold to South Carolina 
Electric & Gas for merger with that com- 
pany. Approval of the deal by the SEC 
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and the FPC is anticipated and local ob- 
jections will, it is thought, be ironed out. 

As soon as this sale is completed Com- 
monwealth will use the proceeds to invest 
some $5-$10,000,000 equity money in 
Southern Company and the latter will sell 
enough common stock to the public to 
bring the total proceeds of common stock 
financing to $20,000,000 (which money 
will be used to advance to subsidiaries 
for new construction). 

The Southern Company system is com- 
pletely interconnected, the companies 
forming a power pool. System assets are 
in the neighborhood of half a billion dol- 
lars and annual revenues are about $100,- 
000,000. The construction program for 
this year and next year approximates 
$93,000,000, but only about half of this 
must be raised through sale of additional 
securities. 


| Besar ply mega & SOUTHERN is re- 
ported to be negotiating with Mor- 
gan Stanley, First Boston, and Harri- 
man Ripley regarding sale of the South- 


ern Company stock to the public, al- 
though the deal will finally be on a non- 
competitive basis. Because of the un- 
certainty over the sale of South Carolina 
Power, as well as currently unfavorable 
market conditions, timing remains un- 
certain. There has also been no indica- 
tion as yet regarding the offering price 
of the new stock which may largely hinge 
on the dividend rate. Adjusting for the 
additional $20,000,000 stock (which 
would mean a total of about 12,500,000 
shares) pro forma share earnings would 
probably be about 86 cents, or 70 cents 
after a $2,000,000 appropriation for 
“general reserve for investments.” 
Earnings are being heavily penalized 
both “above” and “below the line” for 
amortization of write-offs. There is a 
charge in expenses of about $2,600,000 
per annum and another charge below net 
income of $2,000,000, the aggregate 
amount of $4,600,000 being equivalent to 
about 36 cents a share. Considering 
these heavy reserves (in addition to the 
usual depreciation charge) the dividend 
rate could probably be fairly generous in 
relation to the net earnings of 70 cents. 
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However, it may be necessary to clarify 
some dividend restrictions in the sub- 
sidiary companies. The registration state- 
ment, when available, will doubtless in- 
dicate the dividend plans of the top com- 
pany. 

While the company has some traction 
and gas properties, these are gradually 
being sold and the net earnings from 
these miscellaneous services are not an 
important factor in system net income. 
Electric rates are extremely low and resi- 
dential usage very high, as with the other 
Commonwealth properties. 


NTERSTATE POWER COMPANY, con- 

trolled by Ogden Corporation, is 
highly overcapitalized, and a complete 
capital revamping has been ordered by 
the SEC, with the old common stock 
wiped out. The troublesome question as 
to the allocation of a portion of the new 
common shares between Ogden Corpora- 
tion (as the holder of a demand note 
and a small amount of preferred) and 
the public holders of the debenture 6s 
and the preferred stocks, has been post- 
poned by merely earmarking the com- 
mon shares. 

Last September the company proposed 
to sell $19,400,000 first mortgage bonds 
and about 3,000,000 shares of common 
stock, but the bid of $4.05 a share for the 
common (offered by Lehman Bros., 
Goldman, Sachs, and Wertheim) proved 
inadequate according to SEC ideas and 
the deal was disapproved (including sale 
of the bonds, which was tied in). Ap- 
parently recognizing the difficulty of 
marketing common stock, and perhaps 
with the idea of making the issue look 
more respectable pricewise, the company 
now proposes, with SEC approval, to sell 
$20,000,000 mortgage bonds, $5,000,000 
sinking-fund debentures, and $3,635,000 
worth of common stock (a part of 1,- 
500,000 shares). Smith, Barney will 
manage the offering, which was antici- 
pated about March 4th. 

On the new basis the capital setup will 
be about 82 per cent debt and 18 per cent 
common stock equity, but the sinking 
fund on the debentures will tend to re- 
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duce the debt ratio gradually. With no 
preferred stock outstanding, the SEC ap- 
parently has been willing to permit the 
company a far higher debt ratio than the 
50 per cent formerly favored. 

The preliminary prospectus gives pro 
forma share earnings for the twelve 
months ended November 30, 1947, as 94 
cents a share and the company expects to 
pay dividends of 60 cents per annum be- 
ginning about October. Sinking-fund re- 
quirements equivalent to about 17 cents 
a share will begin in 1952. Gross rev- 
enues have shown a fair rate of growth 
—about 40 per cent since 1942. The 
company serves 21 counties in Iowa, 28 
in Minnesota, and 1 in South Dakota. 
The area is largely agricultural with 
some food processing and miscellaneous 
manufacturing activities. Electric rev- 
enues are about 89 per cent of the total. 
Residential revenues are about 3.62 
cents and residential kilowatt-hour sales 
average 1,239 kilowatts. 


MERICAN Power & LIGHT recently 
indicated that it might sell publicly 
250,000 shares of its holdings of 600,000 
shares of Kansas Gas & Electric to raise 
funds for capital contributions to several 
other subsidiaries. It has sought permis- 
sion from the SEC to negotiate with 
underwriters instead of receiving com- 
petitive bids. Another subsidiary, Min- 
nesota Power & Light, plans to sell 100,- 
000 shares of common stock to raise new 
money. (The stock was registered with 
the SEC February 4th.) Some details on 
these two companies may be of interest. 
Kansas Gas & Electric has annual 
revenues of over $10,000,000 and serves 
the southeastern section of Kansas. The 
system comprises a western and eastern 
area which are interconnected, and the 
western section is also interconnected 
with the Omaha Public Power District. 
Wichita is the laigest city served. Prin- 
cipal industries are farming, coal mining, 
flour milling, oil, and some aircraft man- 
ufacturing. Capital structure at the end 
of 1946 was 52 per cent debt, 23 per cent 
preferred stock, and 25 per cent common 
stock equity; current sale of $5,000,000 
bouds, and possibly an equity investment 
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by American, may change these ratios. 
The average residential rate in 1946 was 
3.8 cents, usage 1,225 kilowatt hours. 
Operations are entirely electric. For the 
eleven months ended November 30, 
1947, common share earnings were $2.24, 
and_ $1.60 dividends were paid in 1947. 

Minnesota Power & Light is also in 
the $10,000,000 revenue class. Directly 
or through subsidiaries it serves elec- 
tricity (and a small amount of steam) 
to 186 communities in central and north- 
ern Minnesota. Duluth is the largest city 
served; total population in the area is 
estimated at 292,000, including 40,000 in 
Wisconsin served by a subsidiary. The 
principal local industry is iron ore from 
the Mesabi and Vermilion ranges, but 
there is also some miscellaneous manu- 
facturing activity in Duluth, together 
with trading in grain and dairy products. 
Capital ratios at the end of 1946 were 58 
per cent debt, 21 per cent preferred stock, 
and 21 per cent common stock equity. 
Utility plant was heavily written down in 
1945, diminishing the common stock 
equity from 37 per cent to 17 per cent. 
Residential and rural rates in 1946 
averaged 3.46 cents and usage was 1,309 
kilowatt hours—not bad considering the 
large amount of rural area served by 
the company. 


—- Gas & ELectric indicated 

sometime ago that it might sell Wis- 
consin Public Service common stock in 
order to retire its bank loans. However, 
there also has been some mention of the 
sale of Oklahoma Gas & Electric stock, 
a market for which was established last 
year when 140,000 shares of new money 
stock were sold by the company. Disposal 
of the 750,000 shares of Oklahoma 
would probably yield enough cash to per- 
mit retirement of loans and it would 
seem more logical to sell this issue than 
Wisconsin. 

With the new company management 
headed by Edward Boshell (formerly of 
Stone & Webster) taking over after the 
March 11th stockholders’ meeting, new 
plans will doubtless be formulated, in co- 
Operation with the SEC, to push the com- 
pany’s integration program. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


2/20/48 
Natural Gas Cos.—Retail 1 
Arkansas Natural Gas 
Atlanta Gas Light si * dlp 
Columbia G. & E. (75¢) . 
Consol. Gas Util. (50¢) . 
Consol. Natural Gas ($2) . 4 
Houston Natural Gas (67¢) . 
Indiana Gas & Water ($1) 
Kansas-Neb. Nat. Gas (85¢) 
Lone Star Gas ($1) 
Mission Oil ($2.10) 
Mobile Gas Service ($1.50) 
Montana-Dakota Util. (80¢) 
National Fuel Gas (80¢) 
Okla. Natural Gas ($2) 
Pacific Lighting ($3) 
Pacific Pub. Ser. (80¢) 
Rio Grande Valley Gas (5¢) 
Rockland Gas ($1.70) 
Southern Union Gas (70¢) 
Southwest Nat. Gas (20¢) 
Texas Public Service ($1.20 and stk.) 
United Gas ($1) 
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Laclede Gas Light (20¢) 
Minneapolis Gas Lt. 
National Gas & Elec. (60¢) 
Peoples Gas L. & C. ($5) 
Washington Gas Lt. ($1.50) 


Averages 
Natural Gas—Wholesale & Pipe Line 
El Paso Nat. Gas. ($2.40) 
Interstate Nat. Gas ($1.75) 
Memphis Nat. Gas (25¢) 
Missouri-Kansas P.L. ($1) 
Northern Nat. Gas ($1.60) 
Panhandle Eastern P.L. ($3) 
Southern Nat. Gas ($1.50) 
Southern Production 
Tenn. Gas & Trans. ($1.40) 
Texas East. Trans. 
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Averages 
Manufactured Gas Company—Retail 
: Birmingham Gas (60¢) 
Bridgeport Gas ($1.40) 
Brockton Gas Lt. ($1) 
Brooklyn Union Gas 
Hartford Gas ($2) 
Haverhill Gas Lt. ($1.60) 
Jacksonville Gas ($1.40) 


Averages 


Yield Earned 

$0.39-d 
2.01-s 
1.36-dec. 
1.05-o 
4.49-s 
1.19-j 
1.46-n 
1.68-dec. 
1.72-s 
2.92-d 
2.54-s 
1.27-d 
0.88-d 
3.50-n 
4.86-dec. 
1.91-d 
0.15-d 
3.30-d 
1.15-j 
0.29-s 
2.26-dec. 
1.41-s 
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Def.—Deficit. wd—When distributed. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—N. Y. Stock Exchange. d—December, 1946. ap—April, 1947. j—June. s— 
September. o—October. n—November, dec.—December, 1 1947, 
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RECENT UTILITY STUDIES BY WALL STREET FIRMS 


Utility 
Amer. Tel. & Tel. Conv. 2 3/4/1957 
Associated Elec. Bonds 
Atlanta Gas Light 
Brooklyn Union Gas 
Central Illinois P. S. 
Dayton Power & Light 
Detroit Edison 
Electric Power & Light 
Long Island Lighting 
New England Public Service 
North American Company 
Northern States Power 
Potomac Electric Power 
Potomac Electric Power 
Potomac Electric Power 
Potomac Electric Power 
Public Service of Colo. 
Public Service of New Jersey 
Southern Production 
Union Electric (historical) 
United Gas 
Virginia Elec. & Power 
Wisconsin Electric Power 


General Topics 


Current Developments in Utilities 
A “New Look” at Utilities 


Review of Natural Gas Industry & Repres. Equities Kalb, Voorhis 


Monthly Utility Review 

Electric P. & L. Industry 

Utility Holding Co. Programs 

Utility Shares Afford Attractive Yields 
Huge Demand for Generating Equipment 


Selected Utility Common Stocks Yielding over 6% 


Survey of P-E Ratios and Yields 
62 Utility Shares Offering High Yields 
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Capital Needs Pose Problem 


y= the capital needs of the 
electric light and power industry 
in the next four years “presents a very 
serious problem” and must be success- 
fully completed as a matter of vital im- 
portance not only to the industry but to 
the national economy as a whole, Guar- 
anty Trust Company of New York com- 
mented recently in its monthly review of 
business and financial conditions. 

The Guaranty Survey said, in an arti- 
cle on the “Postwar Position of the Elec- 
tric Utilities,” that this financing prob- 
lem was especially serious “at a time 
when the telephone system, as well as 
industry in general,” is in the market for 
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Firm 
Reynolds 
N. Y. Hanseatic 
Blair & Co. 
Thompson & McKinnon 
Bear, Stearns 
Argus Research 
Argus Research 
Newburger, Loeb 
Goodbody 
Ira Haupt 
Eastman, Dillon 
J. R. Williston 
President’s talk to NYSSA ; 
Johnson, Lemon (Washington) Jan. 
Josephthal Dec. 
Glore, Forgan - Dec. 
Eastman, Dillon Dec, 
Reynolds Jan. 
Reynolds Dec. 
President McAfee Dec. 
Shearson, Hammill Dec. 
Argus Research 4 
Josephthal 


w i) 


Eastman, Dillon 
Kalb, Voorhis 


Josephthal 

Hirsch & Co. 
Thompson & McKinnon 
E. F. Hutton 

E. F. Hutton 

Carl M. Loeb, Rhoades 
Stroud (Phila.) 

W. E. Hutton 
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the loan of large amounts of money. 

The Survey said it was essential that 
the earning position of the companies be 
maintained by such rate adjustments as 
may be made necessary by future changes 
in costs. The article pointed out that the 
growth of operating revenues had ex- 
ceeded the rise in expenses over a long 
period of years, but said that recently 
there had appeared indications that this 
experience “may not continue indefi- 
nitely.” 

Net operating revenues were reduced 
by cost increases from 36 per cent of 
gross revenues in 1937 to 23 per cent in 
the twelve months ended November 30, 
1947, it pointed out. 
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What Others Think 


Secretary of Interior’s Annual 
Report for 1947 


“Seng . representing an increase during the year of 

A the ogg og alway i of a 2,109,218 customers, or 6.2 per cent. Com- 
to utility people. ihe recently issued re- mercial and industrial customers were up 6.7 
port for 1947 submitted by Secretary J. per cent and residential 5.9 per cent, but 
A. Krug is no exception. This report the greatest increase of all was in the num- 
contains 385 pages, more than a third of a a customers which increased 11.9 


which deal specifically with public power The noncoincident peak demand on gen- 
activities of the Department of the In- erating plants of public utilities in 1946 was 
terior. The agencies within the depart- 45,000,000 kilowatts, up 4,350,000 kilowatts 


ment which car Santas from the previous peak which occurred in 
‘ ch carry on these activities as a 1944. Compared with this increase in de- 


major duty are the Bureau of Reclama- mand is the 1,115,000-kilowatt increase in 
tion, the Bonneville Power Administra- capacity during the same period. The spare 


tion, and the Southwestern Power Ad- nner on - pomees eeu wie 4 
oat : . " ilowatts, or per cent, whereas in 
ministration. Each of these agencies re this had dropped ‘to 5,304,000 kilowatts, or 


ports to the department’s division of nly 12 per cent, a dangerously small mar- 
power. gin, even if all of it were available and ap- 
With the exception of the power from _ plicable to points of greatest need. 

the Tennessee Valley Authority projects, ‘ It —— —— gg en 

: 4 evei oO non 1lowatt-hour con- 
the Department of the Interior Is Te- sumption of 1946 will rise to about 376 
sponsible for marketing virtually all billion kilowatt hours in 1952. This 
hydroelectric power developed at Fed- would represent an increase of 37 per cent 


eral water-control projects. The Bureau over 1946 and a doubling of 1940 levels. In 


: 9 terms of capacity to produce these billions 
of Reclamation markets the power from of kilowatt hours, it will be necessary # 


its own and all War Department proj- expand the nation’s kilowatt generating ca- 
ects west of the Mississippi river, except pacity from an existing 57,000,000 to about 
from those in the marketing areas of the _ 67,000,000 in the next four to five years. 


Bonneville and the Southwestern Power _ Despite the continued efforts of the utility 
industry, public and private, and of the sup- 


Bg gmoney —— pliers of materials and equipment, the 
e report presents a recitation of power situation is expected to remain serious 
numerous facts and figures aimed at _ for several years. In some areas, at the pres- 
demonstrating that there is a great need ~ ot peed ——- ae be ed 

aa . , and increases in loads of present cus- 
- pet anded cap acity in many sections tomers cannot be permitted. There are even 
of the country. These are considered as some areas where all the present require- 
a market for Federal investment because ments of existing customers cannot be sup- 
“it is too big for private business or a plied. Such shortage areas occur particu- 
single state.” Here are some of the state- _‘/@fly in the western states. 


ments made: 
... Between 1940 and 1946, the total produc- 


tion of electrical energy in the United States 
increased 48 per cent—from 186 billion 


ye es annual report of the Secretary 36,140,291 ultimate customers of all classes 


a ee ee eee eS ee ee ee ese 


a- of 


I* addition, the Secretary expresses the 
opinion that actually there is very 
grave doubt that the manufacturing 
to 275 billion of kilowatt hours. ... the capabilities of electrical equipment man- 
average use for domestic customers for the ufacturers can do much more than keep 
calendar year 1946 was 1,329 kilowatt hours, up with the demand for replacement of 


which was 8.15 per cent, or 100 kilowatt 5 ° 
hours, greater than for the previous year. ©4Uipment and a relatively small amount 


... At the end of December, 1946, there were of machinery for new installations. He 
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also fears that Congress may curtail 
some Federal programs. It is claimed in 
the report that this situation will bottle- 
neck the natural growth of consumer de- 
mands for labor-saving electrical de- 
vices. Hence will adversely affect the en- 
tire economy of certain sections of the 
nation such as the Pacific Northwest. Mr. 
Krug pleads for more hydroelectric 
plants in the following quoted para- 
graphs : 

Although a major portion of the electric 
utility production capacity of the United 
States is dependent on fuel-fired generating 
plants, about 30 per cent is in hydroelectric 
installations. Their importance, however, is 
far greater than the indicated percentage. 
Hydroelectricity is restorable and wherever 
possible should be substituted for expend- 
able sources, particularly petroleum and 
natural gas, which must be reserved for au- 
tomotive transportation and for the chem- 
ical industry. Then, because of the peculiar 
requirements of electroprocess industries 
for extremely low-cost and huge blocks of 
dependable electricity, hydroelectric power 
must be developed in expanding quantities 
to assure the future progress of these indus- 
tries. Unless additional domestic hydro is 
provided at the maximum rate permitted by 
fabricating facilities for water wheels and 
generators, the production of materials es- 
sential to the expansion of the nation’s in- 
dustrial economy—such as aluminum, mag- 
nesium, plutonium, phosphorus, ferroalloys, 
and many others—will be seriously and per- 
haps irretrievably bottlenecked. 

In addition, hydroelectric power provides 
a financial springboard for the multiple- 


purpose projects required for flood control, 


the improvement of navigation, and the de- 
velopment of irrigable lands. In the auspi- 
cious beginning which has been made toward 
securing the full benefits of the Columbia, 
the Snake, the Sacramento, the Colorado, 
revenues from power sales have more than 
carried their legal obligations for the repay- 
ment of project costs. 

Irrigation costs are fully reimbursable, 
but there are few, if any, irrigation projects 
remaining to be developed in which the wa- 
ter users will be able to pay the full irriga- 
tion costs. The irrigation costs in excess of 
the water users’ payments must be paid by 
power as flood-control and navigation costs 
are not reimbursable. 

Even where there is no such subsidy, it is 
only through the reduced costs that result 
from a dam constructed for more than one 
purpose that irrigation costs are brought 
within the ability of the water users to re- 
pay or that flood-control or navigation costs 
are brought within the amount of the eco- 


nomic benefits and the projects thus made 
feasible. There are few important flood- 
control or navigation projects which could 
be financially justified on a reimbursable 
basis, if it were not for the power which is 
developed as a by-product. All investment 
costs charged to power are recovered with 
interest on the unpaid balance from power 
revenues. 

The availability of low-cost hydroelectric 
power has made possible the establishment 
of numerous large industrial plants in the 
West, furnishing an important and expand- 
ing base for the creation of taxable wealth 
oa gainful employment. The national 
urgency for providing opportunities for the 
rapidly growing population of the western 
states therefore points to the facilitating 
benefits of by-product hydroelectricity. 


NE of the stated plans for future 

marketing policy is of interest. 
Construction of backbone transmission 
systems in each area is contemplated. 
Purpose is to interconnect the various 
government plants through the load cen- 
ters and in turn connect them to the exist- 
ing utility system of the area. Mr. Krug 
says that such systems cannot in any 
sense be considered as duplicating lines 
of existing systems. He elaborates on 
this development as follows: 


...+ They will serve an entirely new function 
of tying together all of the power resources 
of a large area and permit the transferring 
of blocks of power to best suit the market 
conditions. They will also play an im- 
portant part in making this power imme- 
diately available for national defense pur- 
poses as well as for any other Federal needs. 

The program of the department thus re- 
cited depends on the rapidity with which 
necessary funds are obtained, how fast man- 
ufacturing capacity can provide turbines 
generators, and electrical equipment, and 
how quickly new dams can be constructed. 
The immediate future ability of the depart- 
ment’s power agencies to meet current power 
demands must also reflect the fullest and 
most effective utilization of existing facili- 
ties and those which can be brought into 
production most immediately, By this token, 
therefore, all devices employed during the 
war to coordinate electrical operations and 
to gain energy and capacity are being con- 
tinued. Arrangements have been made, 
wherever feasible, for relaying excess power 
from one area to another, although this ex- 
cess power may not be available continuous- 
ly. All the advantages of integrated system 
operations are being employed to the limit 
in every marketing area of the department. 
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“WAS THAT YOU HOLLERING AT ME, BOSS?” 


Some portions of the report are de- 
voted to direct selling of the department’s 
activities and expenditures of funds. One 
dissertation along this line is entitled 
“Benefits Are Twofold.” The benefits 
discussed are (1) preservation and pro- 
tection of the capital assets of the nation, 
and (2) the creation of new taxable 
wealth and employment. As an example 
of such benefits, the report describes the 
growth which has taken place in the Pa- 
cific Northwest as a direct result of ex- 
penditures for the development of the 
Columbia river. A few paragraphs of 
this presentation are given below: 

War brought the opportunity for tre- 
mendous industrial expansion in the North- 
west, but if the power from developments 


initiated and constructed by the De ent 
of the Interior had not been available, only 


MAR. 11, 1948 378 


a fraction of this development could have 
occurred for the region because of limited 
coal supplies and lack of other types of fuel. 
The presence of low-cost power at uniform 
rates throughout the area acted as an ir- 
resistible magnet to industry. Aluminum, 
magnesium, ferroalloys, chemicals, and 
numerous other industries have sprung up 
as a result. 

An over-all view of what has happened to 
employment will help to make the situation 
clear. In 1940 employed workers in Wash- 
ington and Oregon numbered 997,500, while 
172,400, or 15 per cent of the total labor 
force, were unemployed. At present there 
are about 1,320,000 employed and 125,000, 
or 8 per cent unemployed. The total num- 
ber of workers in the area rose 285,100, or 
24 per cent, and the number of unemployed 
dro} by 47,400. 

hus far, the government’s investment in 
power plant in this area has amounted to 
about $280,000,000. Yet, it has been estab- 
lished that payments to the Treasury in 
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taxes on new private investment based wu 
federally generated power derived from 
lumbia river energy have been greater than 
this. Twelve of the larger new plants served 
directly by the Bonneville Power Adminis- 
tration have a plant investment of some 
$160,000,000. The atomic works at Hanford, 
Washington, a government-built and -super- 
vised plant, but privately operated, repre- 
sents an investment of almost $400,000,000. 
These industrial plants to date have paid 
$58,000,000 in Federal income and excess 
profits taxes. Utilities purchasing Bonne- 
ville Power Administration energy have dis- 
tributed it and paid excess profits taxes. 
Indirect contributions to the Treasury 


billion-dollar pay roll spread over the coun- 
try has become dependent largely upon the 
products of one plant in the Pacific North- 
weet, which itself was made possible only 
by the delivery of low-cost Federal power. 
It is obvious from this that the planned 
development of natural resources in river 
basins of the West, in which the - 
ment of the Interior is now taking the lead- 
ing part, has been wealth creating, income 
producing for the Treasury, and a tremen- 
dous stimulant to private industry and enter- 
prise. New jobs for hundreds of thousands 
of workers result. The strengthening of in- 
dustry and increase of population are an 
added bulwark for national security, 


probably have been much larger. The Boe- 
ing Aircraft any of Seattle, for in- 
stance, paid $116,000,000 in income and ex- 
cess profits taxes in the six years 1941-46. 
Without aluminum produced with Colum- 
bia river energy it would have been impos- 
sible for the company to accumulate earn- 
ings calling for such large taxes. In 1947 
Columbia river power will account for 
about 40 per cent of the country’s entire 
aluminum output. 

A concrete example of how development 
of the Columbia river basin is bolstering the 
economic strength of the nation emerges 
from the story of a large aluminum rolling 
mill in Spokane. At present, this plant is sup- 
plying 20,000,000 pounds of plate, sheet, coil, | 
and circle monthly to about 600 fabricators 
throughout the country. These in turn are 
manufacturing some 2,000 products, and em- 
ploying 350,000 workers in their plants. A 


This is not all. The department ex- 
pects a continuation of population 
growth in the Pacific Northwest at rates 
which exceed those for other parts of 
the nation. Hence, the report asserts 
that such growth must be matched with 
“necessary opportunity if the Federal 
government contributes a major share to 
the development of basic resource tools, 
such as water, land, and power.” 

Other sections of the report give a de- 
tailed account of operations of the Bu- 
reau of Reclamation, the Bonneville 
Power Administration, and the South- 
western Power Administration. 








Promoting Public Power 


a scale that has been embarked upon in 
this country or anywhere in the world. 
The Missouri basin is seven states and 
one-sixth of the total area of the United 
States.”’ 

He asserted that the government is 
moving forward on a planned basis that 
takes all resources and benefits into con- 
sideration, fitting the picture together to 
make a comprehensive whole watershed 
development on a scale heretofore never 
undertaken. 

As evidence of support of such plans 
by President Truman Mr. Straus, 
quoted from the President’s recent 
“state of the Union” message to the 
Congress : 

We must continue to erect multiple-pur- 
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RANDIOSE plans for the future of 

public power are revealed by an 
official of the U. S. Department of In- 
terior. Michael W. Straus, Commis- 
sioner of Reclamation, spelled out an 
optimistic program for his bureau in an 
address before the Nebraska Reclama- 
tion Association at Kearney, Nebraska, 
in January of this year. 

Federal policy for the future is reflect- 
ed in his statements. Nebraska is known 
as the public power state because all elec- 
tricity sold in the state comes from facili- 
ties owned and operated by Federal, 
state, or local governmental units. Mr. 
Straus said “Nebraska is a pivotal state 
in the comprehensive Missouri basin 
program—the first such program on such 
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pose dams on our great rivers—not only to 
reclaim land, but also to prevent floods, to 
extend our inland waterways, and to provide 
hydroelectric power. This public power 
must not be monopolized for private gain. 
Only through well-established policies of 


transmitting power directly to its market 
and thus encouraging widespread use at low 
rates can the Federal government assure 
the people of their full share of its bene- 
fits. 


O* the question of what to do about 
it, Mr. Straus remarks that this is 
a very big country and it needs a lot of 
education before the program becomes 
fully supported as a national program. 
He adds, “And of course, words alone 
aren’t going to achieve the end. It takes 
perseverance, work, skill, men, material, 
and money.” 

Here are some points mentioned by 
Mr. Straus to show the extent of present 
and proposed plans. The Missouri basin 
reclamation program will require an- 
nual appropriations of $100,000,000 to 
$150,000,000 within the next few years. 
President Truman’s budget for the next 
fiscal year carried a recommended $63,- 
900,000. 

Late in July of last year Congress 
provided funds to get work under way 
on eight more Missouri basin dams. 
President Truman in his recent budget 
message to Congress called for a $268,- 
000,000 appropriation for Reclamation 
for the next fiscal year. This is the 
largest Reclamation appropriation ever 
sought from Congress at one time. It is 
nearly double the amount of last year’s 
presidential requests. 

Federal Reclamation projects through- 
out the West, under construction or 
authorized for construction, now come to 
a grand total of some $4,435,000,000 at 
today’s prices. 

The first Missouri basin plan Reclama- 
tion appropriation was only made as re- 
cently as 1946 and amounted to $3,200,- 
000. The second regular appropriation 
of 1947 was $17,500,000 and about the 
same amount was provided for 1948 in 
the regular appropriation—the funds be- 
ing used today. There also have been 
sizable supplemental appropriations. 
Over the three years to last July Ist, a 
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total sum of $55,000,000 was provided. 

Mr. Straus pleaded for a way of se- 
curing steady continuity in carrying for- 
— the reclamation plan. In his own 
words: 


We must take reclamation off the merry- 
aegeree Past reclamation programs have, 
various and sometimes temporary juris- 
dictions, been alternately cleared and 
blocked, speeded and slowed down, frozen 
and thawed, and commanded to “Giddap” 
and then “Whoa.” As one of the great con- 
struction programs of the world, reclamation 
merits and must secure better treatment. 
You cannot accomplish a multiple-million- 
dollar complex program by, in alternate 
years, squeezing it fat and then stretching 
it thin as if it were an accordion. At least 
it cannot be done on an economical and ra- 
tional basis. While it is inevitable that each 
shift in the world’s kaleidoscope reflects on 
Reclamation’s and Nebraska’s program and 
that each Congress, by appropriation action, 
refixes schedules in the light of its latest 
estimate of comparative needs, Reclamation 
and Nebraska must win for themselves a 
minimum firm program base that the West 
can rely upon in scheduling its work intelli- 
gently several years—I will not say less than 
six years—in advance. We can provide such 
a program. It’s up to us together to find 
a way of securing it. 


ISCUSSING the backlog of authorized 
projects Mr. Straus said that a tre- 
mendous project planning and investiga- 
tion job remains to place much of these 
planning data in shape for construction 
to go forward, as well as to provide for 
authorization of new work. 
Good-bye to state lines, as far as Mr. 
Straus is concerned. In this connection 
he said: 


Now, it happens that rivers and transmis- 
sion lines, acre-feet of water and kilowatts, 
are no respecters of arbitrary political sub- 
divisions such as state lines. "Water is where 
you find it and it runs downhill, and hydro 
power gets up and walks on transmission 
lines from natural sources to markets paying 
no attention whatsoever to state lines. Rec- 
lamation which deals with water and power 
does it realistically on the basis of nature’s 
map as it is found, and that is the way the 
Missouri basin plan you have brought into 
being considers these resources even though 
Nebraska happens to be one of the states 
that lies wholly in the basin. 


Mr. Straus insists that money for 
reclamation should be considered as in- 
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vestments in capital goods. He asserts: 
“The growth of our country will be sore- 
ly retarded if we fail to go forward with 
this investment, just as it would if in- 
dustry should timidly freeze up the flow 
of new capital investment.” It is claimed 
by Mr. Straus that from a billion-dollar 
investment “dribbled” into Reclamation 
over forty-five years, there came a yield 
in the single year of 1947 in crops grown 


solely by Federal reclamation water of 
$538,000,000—a return in crop values in 
the last single year of almost half the 
total investment of nearly half a cen- 
tury. In addition, he asserts, “revenues 
from Reclamation power sales totaled 
over $23,000,000 for the single year and 
the demand for both water and power 
naturally is increasing instead of dimin- 
ishing as our country is developing.” 





Education for Commonwealth 
Edison Employees 


Oe gg Epison CoMPANY 
of Chicago is expanding its em- 
ployee educational program. A 35-page 
booklet, entitled “Opportunities for Self- 
improvement,” has been mailed to all 
employees. More than 30 courses are de- 
scribed in detail. Subjects cover a wide 
range, general and technical. Guy E. Tru- 
lock, superintendent, training and safety, 
calls particular attention to courses on 
atomic energy and company organiza- 
tion. 

For members of management, Mr. 
Trulock emphasizes the value of three 
courses, “Office Management,” “How to 
Write a Report,” and “Round Table for 
Management.” Also a tuition refund 
plan for courses in outside schools is 
explained. 

Instructors are, for the most part, com- 
pany people. For example, the atomic 
energy course is conducted by a company 
engineer of the station design division. 
During the war he served in the Navy on 
the staff of the radar school, MIT. 

The atomic energy course is described 
in the booklet as follows: 

Many people shy away from the subject 

of atomic power as something for only a 

few supermen. Actually much information is 

available that the layman can understand. 
Charts, slides, demonstrations, blackboard 
illustrations, and nontechnical language are 
used to explain atomic principles. Special 
consideration is given to the use of atomic 
energy for electric power generation. Skip- 
ping mathematical formulas, the course deals 
with the concepts of mass and energy and 
shows. how electrons, protons, and neutrons 
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can be combined to provide a material suita- 
ble for the release of atomic energy. Class 
discussion will be encouraged. 

A knowledge of elementary physics and 
chemistry is helpful but not necessary. 


HE company organization course 

aims to give the employees a well- 
rounded picture of the company. It gives 
them an appreciation of their part in the 
enterprise and acquaints them with de- 
partments whose work relates to theirs. 
Departmental executives review organ- 
ization and activities of their departments 
and show how the work of their groups 
ties in with that of the other depart- 
ments. 

The following partial list of courses 
offered shows the type of instruction 
given: 

English 
Law for the Layman 
Mathematics Review 


Accounting 

Air Conditioning 

Electrical Circuits 

Fundamentals of 
Electronics 

Applications of 
Electronics 


Metering 
Electric Motors 


Classes are held in the evening, once 
a week for each course. Time required 
for completion varies with the course, 
from twelve to thirty-one weeks. In some 
instances a college credit arrangement 
has been made with the Illinois Institute 
of Technology. This allows employees 
who are working for a degree to receive 
credit for some of the courses given by 


the company. 6¢uw 
MAR. 11, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


American Business Should Encourage 
More and Better Education 


MERICAN business is one of the 
largest absentee stockholders in the 
enterprise of education. This is a basic 
theme underlying concrete suggestions 
presented in an address made by Frank 
W. Abrams, chairman of the board of 
directors of Standard Oil Company 
(New Jersey). Mr. Abrams explained in 
detail the stake of business in American 
education to the Advertising Council 
when it inaugurated its nation-wide 
Crisis in Education campaign last Sep- 
tember. 

Private enterprise needs the healthy 
climate produced by an enlightened elec- 
torate. “People with information are in- 
clined to more moderate opinions, where- 
as those without information are apt to 
be extremists,’’? Mr. Abrams asserts, Fol- 
lowing are brief adaptations of his 
pointed remarks. 

Our educational system is showing dis- 
tressing signs of decay. If we let our 
educational system deteriorate we will 
gravely injure the foundation of our 
greatness as a nation. And no one has 


greater stake in the future of America 
than American businessmen. 

By taking a more active interest in 
education, businessmen not only can 
fortify private enterprise but they can 
improve appreciably the size of the mar- 
ket for goods and generally increase pro- 
ductivity. There is impressive evidence 
showing that individual purchasing 
power is geared to the level of the per- 
son’s education. Employees’ efficiency 
and productivity also tend to vary di- 
rectly with the amount of education 
they have had. 

The businessman is able to take some 
direct action in improving education. He 
can take part in educational affairs both 
in his home community and at the na- 
tional level. He or his company may be 
able to give financial support for re- 
search and scholarships. 

These thoughts are expressed in 
article form appearing in The Lamp of 
November, 1947, published by the 


Standard Oil Company oe ee): 
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Notes on Recent Publications 


Handling Corporate Insurance Problems. A 
comprehensive survey of methods for ad- 
ministering corporate insurance has been 
made by the Metropolitan Life Insurance 
Company. Results of this study are published 
in a booklet entitled Functions of the C ores 
rate Insurance Executive. More 0 
representative companies were studied. In 
many instances it was found that insurance 
administration necessitated the full-time at- 
tention of one executive. In cases of com- 
panies operating on a nation-wide basis the 
title of “Insurance Manager” was often used. 
In many instances the function was centered 
in the treasurer’s office. 

Administrative procedures for typical 
companies are described. Included are details 
for a gas and electric company and a street 
railway company. The and electric com- 
ar has more than 2,000 employees. It con- 

its activities primarily to a single ur 
area and has assets of about $90,000,000. The 
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insurance management function is handled 
under the treasurer’s office with two divi- 
sions. One is in charge of insurance problems 
related to company personnel, such as group 
annuities, group life insurance, and group 
hospital insurance, The other division han- 
dles property insurance, public liability, 
workmen’s compensation, and similar types. 
The urban electric railway and bus com- 
pany divides its insurance work among three 
groups, each channeling through the execu- 
tive vice president’s office. Property insur- 
ance is handled by a direct assistant to the 
executive vice president. Claim and liability 
questions are handled by the claim depart- 
ment, and matters pertaining to employee 
welfare flow through the secretary’s 
FUNCTIONS OF THE CORPORATE INSURANCE 
Executive, Policyholders Service Bureau, 
— Life Insurance Company, New 
or 
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The March of 
Events 


is 


In General 


Bonneville Makes “Advance 
Payment” 


ASS an “advance payment” 
of $2,100,000 on Bonneville dam, 
Paul J. Raver, Bonneville Power Ad- 
ministrator, last month predicted the cost 
of the power features of that dam would 
be repaid five years ahead of schedule. 
The repayment schedule calls for com- 
plete payment by 1994, 

The $2,100,000 advance payment, 
made on February 12th, represented ap- 
proximately two years’ amortization of 
construction costs. But interest savings 
and a continuation of regularly scheduled 
savings over the remainder of the period 
will enable repayment to be completed by 
1989, he explained. 

Raver noted that the repayment pro- 
grams of the Bonneville transmission 
system and Grand Coulee dam also have 
been made ahead of schedule, due to the 
fact that BPA’s power receipts are show- 
ing an annual surplus. Sales are now 
running at an annual rate of $22,082,000 
and addition of generators at Grand 
Coulee will bring annual revenues to 


$30,000,000 by 1952, he said. 


Power Reduction Ordered 


HE Ontario Hydro-Electric Com- 
mission in Toronto announced re- 
cently that a 7 per cent power reduction 


ordered February 16th for Windsor and 
other Ontario cities had been increased 
to 12 per cent. 

Use of electric power for both resi- 
dential and commercial purposes was re- 
stricted. Several Windsor residential 
districts were cut off for 30-minute pe- 
riods on February 17th in an effort to 
build up a power reserve. 

The 12 per cent reduction was to re- 
main in force until further notice, ac- 
cording to J. Clark Keith, general 
manager of the Windsor Utilities Com- 
mission. 

The Ontario Hydro-Electric Commis- 
sion reported the emergency was the 
result in part of a shortage of water in 
certain areas of Ontario, due to freezing. 


Seaway Plan Shelved 


HE Great Lakes-St. Lawrence sea- 

way and power project was shelved 
on February 27th by the Senate for at 
least the remainder of this year, 

By an overwhelming vote of 57 to 30, 
the upper chamber sent the proposed 
$720,000,000 measure back to the For- 
eign Relations Committee for further 
study. But Senator Wiley, Republican 
of Wisconsin, floor manager of the bill, 
said the legislation was dead for this 
Congress, the size of the vote making it 
useless to again attempt to bring it to the 
floor. 


Illinois 


FPC Approves Property 
‘Transfer 
TS Union Electric Power Company 
at Monsanto, Illinois, a subsidiary 
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of Union Electric Company of Missouri, 
has been authorized to acquire electric 
facilities from Illinois Power Company, 
Decatur, Illinois, the Federal Power 
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Commission announced last month in 
Washington. 

The facilities to be acquired, located 
largely on Union Electric property, in- 
clude about 20 miles of transmission line 
and a transformer substation. These have 
been used by Illinois Power to transmit 
current bought from Union Electric’s 
plant at Keokuk, Iowa. The facilities will 
be used for Union Electric customers in 


the territory including Keokuk, Fort 
Madison, and Burlington, Iowa. 

Mutual cancellation of a 40-year pow- 
er agreement due to expire in 1962 was 
the consideration, the FPC stated. IIli- 
nois Power claimed Union Electric Pow- 
er was charging excessive rates for elec- 
tricity under the long-term contract. A 
new 5-year contract was negotiated in 
1946. 


lowa 


Franchise Proposal Defeated 


b * foepesie of Waukon recently defeated 
a proposed 10-year franchise for the 
Interstate Power Company. 

The vote climaxed a long fight between 
planners of 4 municipal light and power 
plant and the utility. Totals of the votes 
in the three wards gave the franchise 954 
votes with 917 against it. 

In the campaign that preceded the elec- 


tion, opponents.of the franchise said the 
voters had approved a municipal plant in 
the successful $300,000 bond election in 
June, 1946. The power company’s unsuc- 
cessful suit against the city, objecting to 
plans and specifications for the plant, has 
been appealed to the Iowa Supreme 
Court. 

The company has been operating in 
Waukon for many years without a fran- 
chise. 


Kentucky 


Bill Would Oust Commission 
Members 


8 gy of the present public serv- 
ice commissioners was asked re- 
cently in a bill brought to the state legis- 
lature by Representative Clyde S. How- 
ard, Elizabethtown Democrat. 

The bill would direct Governor Earle 
Clements to name three new commis- 
sioners on June 17th when the measure, 
if passed, would become state law. 

Shortly after Howard’s bill went into 
the hopper, the Kentucky Association of 
Rural Electric Codperatives announced 
it had requested Senator William Blan- 
ton, Paris Democrat, chairman of the 
senate public utilities committee, to hold 
a public hearing on a bill taking the co- 
ops from the jurisdiction of the state 
public service commission. 

The association suggested the hearing 
be held the first week in March so that 
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“Kentucky’s rural people may have an 
opportunity to be notified and be present 
to advance their case.” The controversial 
bill passed the house recently after its 
sponsors forced it out of committee in 
a surprise move. 

Howard’s bill would empower the gov- 
ernor to appoint the three members of 
the commission as follows: one from a 
list of candidates nominated by public or 
quasi public utilities—this would include 
the REA’s; another from a list offered 
by the private utilities; and the third 
would be the personal choice of the gov- 
ernor. Commissioners now are nomi- 
nated by the governor. 

Howard’s measure would not require 
senate confirmation of the governor's 
selections, as at present; and the three 
selections could be of the same political 
party. The law now requires that the 
commission be composed of two Demo- 
crats and one Republican, or vice versa. 
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Michigan 


Gas Flow Resumed 


DLED for almost three weeks by the gas 
] shortage, 150,000 workers in 95 in- 
dustrial plants returned to their jobs on 
February 17th. 

The plants, including major industries 
such as the Chrysler Corporation, Briggs 
Manufacturing Company, and Packard 
Motor Car Company, resumed produc- 
tion at 7 am. They had been closed 
since January 29th, when their flow of 
gas was cut off by the Michigan Consoli- 
dated Gas Company. 


Resumption of the gas supply was 
made possible, Henry Fink, Consoli- 
dated president, said by the accumulation 
of fuel oil stocks to supplement the 125,- 
000,000 cubic feet of natural gas re- 
ceived daily from Panhandle Eastern 
Pipe Line Company. 

Fink said he was hdpeful the flow of 
gas to industries would be continuous 
through the remainder of the current 
winter. 

The dollar loss to Detroit has been 
estimated as high as $100,000,000. 


Mississippi 


Natural Gas Tax Increase 
Urged 


ISSISSIPPI’s general legislative com- 
mittee recommended recently 
that the state raise its tax on natural gas. 
In a report to the state legislature, the 
committee urged that the tax be in- 
creased from 2.5 to 6 per cent. The in- 
crease would mean additional revenue of 
$8,000,000 from the estimated state gas 
reserve of 3 trillion cubic feet, the com- 
mittee figured. 
It estimated the state already has lost 


$84,477.41 in revenue by failure to make 
the gas tax equal to the 6 per cent tax 
on crude oil. 

Other major recommendations in- 
cluded : 

1. Appointment of a permanent full- 
time 3-member state oil and gas board. 

2. A uniform tax on gas fixed accord- 
ing to value rather than the sale price. 

3. Spacing of wells according to depth. 

The committee report was made in 
compliance with a 1946 law asking for 
an investigation and recommendation to 
the current legislature. 


Missouri 


License Fee Fixed 


Ede Independence council passed an 
ordinance recently fixing a 5 per 
cent license fee on the gross receipts of 
the Kansas City Power & Light Com- 
pany, in the area in Independence served 
by the company. 

Mayor Roger T. Sermon said the fee, 
based on a rough estimate of annual 
gross receipts of $360,000, would pro- 
duce revenue of $18,000 a year. 

No representatives of the utility com- 
pany were at the council meeting, but 
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H. H. Kuhn, senior vice president of the 
company, was reported to have said the 
company would not object. 

Sermon said he had no exact figures 
and had made the estimate of receipts in 
a survey of the number of houses in the 
area. Most of the area annexed by Inde- 
pendence on February 2nd is served by 
the Kansas City Power & Light Com- 
pany. 

Independence already levies a 5 per 
cent tax on the Gas Service Company of 
Independence. The city receives a fixed 


MAR, 11, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


sum from the Southwestern Bell Tele- 
phone Company. 

The gross receipts of the Independ- 
ence municipal light plant are approxi- 
mately $40,000 a month. 


Seeks to End Token Use 


ayer of the use of tokens, 
now selling at the rate of four for 35 
cents, on streetcars and busses of the St. 
Louis Public Service Company, was pro- 
posed in a new fare schedule filed last 
month with the state commission. 

The company, in filing the new tariff, 
declared the additional revenue, esti- 
mated at about $520,000 a year, was 


necessary because of increased operating 
expenses and a decline in riding since the 
company’s fare increase last August. 

No change was asked in the present 
cash fare of 10 cents, nor in the prices 
of passes. The latter were increased last 
year as follows: regular weekly pass 
from $1.25 to $1.50; weekly express bus 
pass from $1.50 to $1.75; weekly 
shopper and theater pass from 75 cents 
to $1; and the Sunday and holiday pass 
from 25 cents to 30 cents. 

Unless suspended by the commission 
for investigation, the new schedule will 
become effective automatically after 
thirty days, on March 22nd. 


New Hampshire 


Utility Purchase Plan 
Discussed 


LANS to purchase the White Moun- 

tain Power Company of Meredith for 
a reported sum of $1,600,000 were to be 
discussed by the 4,500 members of the 
New Hampshire Electric Cooperative at 
a special meeting scheduled to be held in 
Plymouth on February 28th, it was re- 
vealed recently by George H. Duncan of 
Jaffrey, president of the codperative. 

It was understood that the codperative 
would seek a loan from the Rural Electri- 
fication Administration to swing the 
deal. Such a plan would add 7,000 cus- 
tomers to the co-op’s present 4,500 mem- 


bers and “will result in substantial reduc- 
tion of overhead costs, all around, and 
provide electricity to 2,000 more families 
who would not otherwise be able to enjoy 
this necessity of life,” according to Mr. 
Duncan. 

The White Mountain Company is 
owned by Arthur S. Dewing of Cam- 
bridge, Massachusetts, and was organ- 
ized in 1936 by the retired Harvard Uni- 
versity professor when several smaller 
electric associations were merged. The 
Meredith company has a small generat- 
ing plant at Goodrich Falls in Jackson 
but buys most of its power from the 
Public Service Company of New Hamp- 
shire. 


New Jersey 


Bus Riders to Get Soft Music 


pt ype bus riders will be soothed 
in transit by semiclassical music 
piped to them through FM radio, accord- 
ing to a plan announced recently by 
Public Service Coérdinated Transport, 
which operates 70 per cent of the busses 
in the city. 

The company said that a bus equipped 
with FM will be tried out in a month, and 
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hastened to tell riders that there would 
be no soap operas, strident jazz, or crash- 
ing symphonies. 

If the experiment works, the company 
said, all its busses will be so equipped 
and music will be piped during the morn- 
ing and evening rush hours. They esti- 
mated that buying radio time and equip- 
ping the busses would cost nearly $1,- 
000,000. The company plans to finance 
part of this cost by brief commercials. 
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New York 


Gas Use Curb Approved 


Ca Dewey on February 17th 
approved without comment a bill 
giving the state public service commis- 
sion broad power to curtail or discon- 
tinue gas service to industrial users dur- 
ing a shortage. 

The measure, sponsored by Republi- 
can Assemblyman Robert Walmslet of 
Rockland county, also permits the com- 
mission to prohibit gas companies from 


adding new customers or supplying ad- 
ditional service to established users. 

Meanwhile, a companion bill that 
would empower the commission to order 
utilities to transfer gas into shortage 
areas awaited final legislative action in 
the assembly. The measure, introduced 
by Republican Senator Floyd E. Ander- 
son of Binghamton, was approved unani- 
mously by the state senate early last 
month. 


* 
North Carolina 


Seeks Gas Rate Increase 


HE rising cost of coal and oil 

brought the Public Service Com- 
pany of North Carolina before the state 
utilities commission last month to ask for 
a 10-cent increase in its rates and re- 
sulted in new charges for gas-using oc- 
cupants of Wilmington’s Federal hous- 
ing projects. 

The Public Service Company, which 
makes its headquarters in Gastonia, op- 
erates gas mains in Raleigh, Gastonia, 
Durham, Asheville, Concord, Dalls, 
Kannapolis, Statesville, and Chapel Hill. 


The 10-cent per thousand cubic feet in- 
crease, if granted, would be in addition 
to a general increase of 23 cents per 
thousand cubic feet effected on Decem- 
ber 31st under a “fuel clause.” The fuel 
clause permits the firm to raise its 
charges by one cent per thousand feet for 
each 30-cent increase in the cost of coal 
and by one cent per thousand cubic feet 
for each four mills change in the cost 
of oil. 

In both cases, the utility companies 
based their applications on mounting fuel 
expenses and unprecedented gas con- 
sumption. 


Pennsylvania 


Gas Rate Increase Allowed 


HE state public utility commission 

last month allowed the Philadelphia 
Electric Company to increase its gas 
rates in suburban Philadelphia by $1,- 
041,926 a year. The commission directed 
the utility company to file new tariff 
schedules on or before February 19th, 
and said the higher rates could be put 
into effect on fifteen days’ notice. 

The Philadelphia Electric Company 
has 156,000 gas consumers in Delaware, 
Bucks, Montgomery, Chester, and Lan- 
caster counties. 

The new rate, the commission said, 
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represented a compromise offered by the 
Philadelphia Electric Company. The new 
rate will mark a drop of $278,216 from 
the amount originally sought by the 
utility, it was explained. 

The original rate proposal also con- 
templated application of a fuel and raw 
material adjustment clause to all con- 
sumers, put the commission did not ac- 
cept it. 

With acceptance of the compromise 
rate schedule, the commission announced 
that it had terminated its investigation of 
the justness, fairness, lawfulness, and 
reasonableness of the company’s gas 
rates and charges. 
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Lacks Power to Investigate PUC 


ge mo James H, Duff last month 
said he has no power to investi- 
gate the state public utility commission. 
He made the statement in reply to ques- 
tions concerning a request of Frank Hil- 
ton, Pennsylvania head of the Veterans 
of Foreign Wars, that he order an in- 
quiry into the commission’s refusal to 
grant taxicab permits to 96 Philadelphia 
ex-Gl’s. 

The commission decision, Governor 
Duff said, was “a matter of policy and 
opinion” and there was “no evidence of 
corruption.” 

He pointed out that the GI’s have the 
right to appeal the agency’s decision to 
the state superior court, an action that 
was being planned. 

The governor said the commission is 


an independent governmental agency 
and he has no control over it whatever. 


Gas Rate Increase Allowed 


HE state public utility commission 

last month allowed the Allentown- 
Bethlehem Gas Company to increase its 
rates on February 26th. 

Revisions of the rate schedule will re- 
sult in an estimated net increase of $182,- 
974 a year, the commission said. 

The increased rates are based on what 
the commission said were the growing 
cost of fuel, labor, and material. 

The new schedule “simplifies the rate 
structure by replacing nine present rate 
schedules with three, and eliminating 
geographical restrictions so that the new 
rates will be uniformly applicable 
throughout the company’s territory.” 


Wisconsin 


Strike Suit Challenged 


HE state last month filed a motion to 

dismiss a test suit to determine 
whether the new state law banning 
strikes in public utilities applies to elec- 
tric codperatives, The motion was pre- 
sented by Assistant Attorney General 
Beatrice Lampert as Circuit Judge Alvin 
C. Reis heard arguments in the case. Mrs. 
Lampert is representing the Wisconsin 
Employment Relation Board. 

The test suit was started by the Dairy- 
land Power Codperative, Alma, which 
sought a court order prohibiting the 
WERB from proceeding with arbitra- 
tion of a wage dispute between the co- 
6perative and Local B-953, International 
Brotherhood of Electrical Workers. 

Norris Maloney, codperative attorney, 
on February 14th challenged the consti- 
tutionality of applying the utility anti- 
strike law to the codperative. The law 
provides compulsory arbitration to 
settle labor-management disputes in pub- 
lic utilities. If applied to codperatives, 
Maloney claimed, it would violate the 
“due process of law” amendment to the 
Federal Constitution. 
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He argued that compulsory arbitration 
could be used only in utilities that are 
“dedicated to the public use.” The Dairy- 
land Codperative does not fall in that 
classification because “it does not serve 
the public, but serves only its members,” 
he said. 

Maloney argued further that the co- 
Operative could not be classed as a public 
utility because it sells electricity at whole- 
sale to member associations and does 
not furnish it directly to the public. 

Mrs. Lampert replied that if compul- 
sory arbitration does not apply to the 
cooperative Local B-953’s “only re- 
course would be to strike.” This would 
affect electric service to more than 50,- 
000 Wisconsin customers in about 22 
counties, she said. 

The state legislative council was asked 
early last month to sponsor a bill pro- 
hibiting strikes by state, county, and 
municipal employees. The request for 
such a bill was made by the Appleton 
Chamber of Commerce’s legislative com- 
mittee. A similar bill was introduced in 
the 1947 legislative session, but was de- 
feated. 
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Decline in Common Stock Ratio Not a 
Bar to New Financing 


HE Wisconsin commission author- 

ized the Wisconsin Power & Light 
Company to issue 4.8 per cent preferred 
stock and first mortgage bonds. Part of 
the proceeds will be used to prepay, 
without premium, notes payable to banks 
for borrowings used to pay for additions 
and improvements. The remainder will 
be applied to paying the cost of additions, 
extensions, and improvements to prop- 
erties. 

This financing will result in a slight 
decrease in the ratio of debt facilities, an 
increase in the ratio of preferred stock, 
and a decrease in the ratio of common 
stock equity. The commission said it 
would prefer to see common stock 
equity increased rather than decreased. 
However, it considered that the decline 
in common stock ratio was not sufficient 
to warrant adverse findings when all 
circumstances were considered. 

The company has made substantial 
progress in improving its capital struc- 
ture. In 1937, there was 10.18 per cent 
common stock and surplus. In 1947, 
there was 27.96 per cent common stock 
and surplus. After giving effect to the 


proposed financing, the common stock 
and surplus will amount to 25.39 per 
cent. Further strengthening of the finan- 
cial structure, said the commission, can 
be expected. Outstanding serial notes 
are payable in annual instalments, and, 
beginning in 1954, sinking-fund pay- 
ments of 14 per cent per annum on out- 
standing bonds become effective, 

Commissioner Bryan, however, in a 
dissenting opinion, objected to approval 
of the preferred stock issue. Preferred 
stock is now 16.83 per cent of total 
capitalization and surplus and, after the 
new financing, will be 19.88 per cent. 

These percentages, he said, are based 
on net book values as shown by the com- 
pany’s balance sheet. This shows utility 
plant acquisition adjustments account 
and debt discount, call premiums, and 
expenses on refunded bond issues. He 
said these are of doubtful value and are 
not entitled to the same weight in judg- 
ing security ratios as cash, accounts re- 
ceivable, or original cost of property. He 
also declared that the depreciation re- 
serve was inadequate. Re Wisconsin 
Power & Light Co. (2-SB-303). 


e 


Court May Examine Rates Fixed by Commission 
And Decide Confiscation Question 


HE Indiana Supreme Court has up- 
held the action of a lower court pro- 
hibiting the state commission from inter- 
fering with rates filed by the Indianapolis 
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Railways, Inc. The theory was that the 
rates set by the commission were un- 
reasonable and confiscatory and that 
those filed as emergency rates were the 
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lowest possible charges that could be 
made without jeopardizing the credit and 
solvency of the transit company. 

The commission urged that the lower 
court could not properly consider claims 
that rates set by the commission were 
both unreasonable and confiscatory if 
there was some evidence before the com- 
mission which supported its findings. 
The supreme court said that, if such re- 
lief were prohibited, it would mean that 
property could be taken without just 
compensation and that there would be no 
relief from an order of the commission 
fixing rates except to enjoin its enforce- 
ment. The court declared: 


The court had the right to examine the 
rates fixed by the commission and to de- 
termine whether or not they were unreason- 
able and confiscatory. It is evident that if 
the court did find such rates to be confisca- 
tory, it then could examine the higher rates, 
a schedule of which had been filed with the 
commission. If the court believed that any 
rates lower than the rates thus requested and 
refused would be unreasonable and confisca- 
tory, it had the power to protect the property 
of the appellee from such dire results by 
enjoining the setting of any rates lower than 
those requested and refused. It seems to us 
that there was no attempt, on the part of the 
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court, to usurp the rights and duties of the 

commission. 

The Indiana law provides that cost of 
reproduction may be taken into account 
in arriving at fair value of property. 
Under that law, it was held, the com- 
mission and a reviewing court may use 
costs at the time of construction or pur- 
chase, costs of bringing property to its 
present state of efficiency, and also re- 
production costs at current prices, less 
depreciation, in order to determine pres- 
ent fair value. 

With respect to the court’s considera- 
tion of matters which occurred after the 
complaint against the commission had 
been filed, it was said that there was an 
emergency that was not foreseen and was 
not normal and which could cause addi- 
tional outlays of money for a consider- 
able period of time. The evidence of la- 
bor costs after the proceedings before 
the commission was merely a part of the 
development of higher operating costs, 
and the court was entitled to have evi- 
dence of the continuance of the spiral of 
costs that gave rise to the complaint. 
Public Service Commission of Indiana 
et al. v. Indianapolis Railways, Inc. 


Preferred Stockholders May Get More 
Under Dissolution Plan 


A PLAN filed under § 11(e) of the 

Holding Company Act for the 
dissolution of a subsidiary company was 
found by the Securities and Exchange 
Commission to be necessary to satisfy the 
requirements of § 11(b) of the act. The 
commission, however, withheld approval 
of the plan after finding that an increase 
in the allocation to prior preferred stock- 
holders should be made. 

Public stockholders objected to the 
plan and claimed that the rights of the 
parent company, holding a majority of 
the stock in the corporation to be dis- 
solved, should be subordinated because of 
mismanagement. The parent company 
set up several defenses. Each was over- 
ruled and the claim was given considera- 
tion by the commission in its conclusion 
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although it was not treated as having 
been wholly substantiated. 

The first defense was that the parent 
company was the successor of a utility 
which was reorganized under § 77B of 
the Bankruptcy Act and that the final de- 
cree in that proceeding barred any claim 
that its stockholders should be subordi- 
nated. The commission ruled: 


...aclaim for subordination was in the 
nature of a defense against the rights em- 
bodied in the securities transferred from the 
debtor corporation to its successor and that 
such defense need not be raised in a bank- 
ruptcy court. 


The parent company contended as a 
second defense that any mismanagement 
must have occurred while it was 4 
creditor of the utility, which was re- 


390 





PROGRESS OF REGULATION 


organized under the Bankruptcy Act, 
and consequently could not be imputed 
to it as if it were in a managerial position. 

The commission ruled that the fact 
that it was in a creditor position and was 
in no way responsible for the activities 
of the holding company did not free the 
securities transferred to it after the re- 
organization in bankruptcy from any in- 
firmities brought on by mismanagement. 

The strong position of prior lien stock- 
holders, absent reorganization, was 
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emphasized by the commission in recom- 
mending an increase in their allocation of 
stock held by the company to be dis- 
solved. The senior position enjoyed by 
the prior lien stock, the security and 
quality of its annual dividend, and the 
length of time it would take to pay the 
dividend arrearages if the company were 
not dissolved were some of the factors on 
which the recommendation was based. 
Re Middle West Corp. et al. (File Nos. 
70-1277, 59-23, Release No. 7905). 


Commission Provides for Sliding-scale 
Adjustment of Rates 


TS Arkansas commission, after de- 
ciding that the Arkansas-Missouri 
Power Company should have a 6 per 
cent return on a prudent investment rate 
base, said that it is mindful of the fact 
that the fixing of static rates that will 
produce no more than a fixed return is a 
practical impossibility. Therefore, the 
commission found that the public interest 
required the creation of a special reserve 
out of any excess revenues. 

Such special reserve, if any, is to be 
distributed annually, if economically 
feasible, between the company and its 
customers in such manner as the com- 
mission may require. Distribution of the 
reserve, if any, will place into effect a 
sliding scale or automatic adjustment of 
rates. 

The prudent investment rate base was 
determined in this way : The commission 
found the total investment, consisting of 


stock and surplus and indebtedness, to 
amount to $4,990,118. It found that total 
plant and investment were $5,571,950. 
The net electric plant was found to be 
$5,287,712; the rest of total plant and 
investment was represented by ice plant 
account and investment and fund ac- 
count, 

The ratio between net electric plant 
and total plant and investment was 
found to be 94.90 per cent, and this was 
applied to the total investment figure 
represented by the securities and surplus 
to obtain a prudent investment in electric 
plant of $4,735,622. 

Ice operations, the commission held, 
should be completely separated from 
electric operations. The company, in 
order to do this, has organized a sub- 
sidiary company to take the ice proper- 
ties under lease. Re Arkansas-Missouri 
Power Co. (Docket No. U-107). 
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Current Cost New Is Called Phantom 
Of Engineering Delight 


IGHER rates for the Mountain States 
Telephone & Telegraph Com- 
pany have been approved by the Wyo- 
ming commission. The return under 
present rates was found to be only 3.2 
per cent on original cost. The new rates 
are not expected to produce a return in 
excess of a per cent. 
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Operating expenses have accelerated 
more rapidly than operating income, and 
the commission said that the conclusion 
was inescapable that present rates were 
unreasonable in that a sound financial 
condition was not being maintained. 
The commission, however, made this 
comment : 
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In passing, may it be said also that the 
commission in its deliberations has given no 
weight whatsoever to evidence of applicant 
offered for the purpose of fixing its rate base 
on a “current cost new” basis. The innocu- 
ous appearing phrase, when reduced to pur- 
pose, is nothing more than “reproduction 
cost new” on the major items of its plant. 


The commission does not construe its statu- 
tory authority to require consideration of 
this “phantom of engineering delight,” and 
the commission does not regard such evi- 
dence as helpful for rate-making purposes. 


Re Mountain States Teleph. & Teleg. 
Co. (Docket No. 9108). 


7 


Each Class of Telephone Subscribers to 
Bear Share of Increased Costs 


3 Idaho commission about a year 
ago approved higher rates for the 
Pacific Telephone & Telegraph Com- 
pany upon a showing that costs had great- 
ly increased without a corresponding in- 
crease in revenues. Protests were filed, 
and the commission has now confirmed 
its earlier order, with the exception of 
the numbering system of exchange classi- 
fications. 

This classification, according to total 
stations in the earlier order, incorporated 
an overlapping of numbers as between 
groups, definitely raising the question of 
discrimination between subscribers. The 
new classification eliminates such over- 
lapping. 

Application of rates among various 
classifications, said the commission, is a 
matter calling for the careful exercise by 
the company of managerial judgment 
based on past experience. Present rates 
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are not predicated upon a horizontal per- 
centage increase. They are new rates in 
a new rate structure, designed to dis- 
tribute the cost of service more equitably 
among the various classes of telephone 
service. 

The item of traffic expense alone, said 
the commission, amounts to $25.81 per 
station per year, which is an out-of- 
pocket expense dedicated to the public 
service demanded by all subscribers and 
which should be distributed among the 
various classes of service so that each 
class bears its fair share of the cost of 
service. 

The cost of service must necessarily 
be borne by the public. If farmer- 
line service does not bear its fair share 
of such costs, then urban subscribers’ 
rates increase proportionately. Re 
Pacific Teleph. & Teleg. Co. (Case No. 
F-1352, Order Nos. 1894, 1934). 


What to Do with Impounded Funds 


io Colorado commission has ap- 
proved a proposal of a gas com- 
pany to distribute one-half of a fund im- 
pounded during the pendency of a rate 
case to its customers while applying the 
remaining one-half of the fund to the re- 
placement of gas mains and service con- 
nections. The moneys expended for 
these replacements are to be treated as 
customers’ contributions, and not to be 
capitalized. 

The law as to the commission’s juris- 
diction to award reparation in any pro- 
ceeding other than one commenced upon 
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complaint of a customer is unsettled. The 
state commission made the following 
statement: 


If not doubtful, it at least is not clear that 
the commission has jurisdiction to award 
reparation, except in a proceeding com- 
menced upon complaint of a consumer. Also, 
commission’s jurisdiction to award repara- 
tion is limited to the 2-year period prior to 
November 5, 1945, the date on which this 
proceeding was commenced, and the refund 
now in the depository of the circuit court 
of appeals was accumulated from May 20, 
1942, to September 25, 1945, a period of three 
years and four months. A considerable por- 
tion of the fund accrued during the period 
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between May 20, 1942, and time when re- 
spondent voluntarily reduced its rates to such 
an extent that a saving of some $81,000, ac- 
cording to respondent, subsequently accrued 
to its customers. Therefore, if we have 
authority to so do, it is probable that the 
amount over which this commission would 
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have jurisdiction to award reparation could 
not amount to more than one-half of said 
fund, which the respondent offers to be al- 
lowed to be paid to its customers. 


Re Citizens Utilities Co. (Case No. 4932, 
Decision No. 29685). 


Contract Not a Lever to Raise Rates 


N response to an order of the New 

York commission to secure a supple- 
mental gas supply, the Republic Light, 
Heat & Power Company, Inc., contracted 
for a supply from the Central New York 
Power Company and asked commis- 
sion approval of the contract. Certain 
clauses in the contract are objectionable 
to the commission and correction has 
been ordered. 

The outstanding objection, says the 
commission, is a clause which provides 
that the contract will not become effective 
until and unless the commission permits 
an increase of rates in an amount satis- 
factory to the company. The commission 
says : 


Republic is required by law to supply its 
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customers with gas. If its facilities are in- 
sufficient, it is under the obligation of pro- 
viding the required facilities. . . . 

Just as the company has been tardy in at- 
tempting to avail itself of a possible existing 
source of supply, so likewise, if it is in fact 
entitled to an increase, it has tardy in 
making such application. The duty of the 
company is to furnish its customers. It may 
not bargain and say it will serve only such 
customers at such times and with such gas 
as will be most profitable to it. In any ques- 
tion of rates the type of service rendered is 
an important element for consideration. If, 
in fact, acquiring the gas from the source 
under discussion results in increased costs, 
the company has a remedy with which it is, 
or at least should be, familiar: to apply in 
the manner prescribed by law for an in- 
crease in rates. 


Re Republic Light, Heat & Power Co., 
Inc. (Case 13426). 


Simplification Plan Provides for Construction 


Of Natural Gas Pipe Line 


HE Securities and Exchange Com- 
mission approved a simplification 
plan submitted by the United Light & 
Railways Company and its subsidiary, 
American Light & Traction Company. 
This is to comply with the standards of 
§ 11(b) of the Holding Company Act 
and an order issued by the commission. 
This differs from the usual plan be- 
cause of its treatment of the system as it 
would be when a proposed pipe-line proj- 
ect, already in the early stages of con- 
struction, will be completed and in opera- 
tion. 

American Light & Traction is to be 
continued as a holding company. It will 
offer preferred stockholders $33 a share 
for their stock. The top holding com- 
pany is to dispose of its interests in sub- 
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sidiaries and to simplify its capital struc- 
ture. 

Two operating subsidiaries of Ameri- 
can are to construct an interstate natural 
gas pipe line which will join them into an 
integrated system to justify the con- 
tinued existence of American. 

A plan may meet the “necessity” stand- 
ard of § 11(e) of the Holding Company 
Act, according to commission rulings, if 
it is an appropriate means of achieving 
the results required. Filing a plan does 
not irrevocably commit a company to the 
method proposed. Altered circumstances 
may justify a later change. An earlier 
plan contemplating liquidation had been 
filed, but this was modified to permit 
the continued existence of American. 

Operations of the subsidiaries will be 
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confined to a single area which is not so 
large as to impair the advantages of 
localized management, efficient operation, 
or the effectiveness of regulation. Sub- 
stantial economies may be achieved. 

An argument that the proposal to re- 
tire the top holding company’s preferred 
stock at $33 a share was rejected. The 
commission noted that the decision to 
build the pipe line and the consequences 
flowing from it cannot be regarded as at- 
tributable solely to the compulsions of 
the Holding Company Act. It is in large 
part a natural outgrowth of the gas sup- 
ply situation and simply a business de- 
cision of management. The immediate 
effect will be to lend a more speculative 
quality to the preferred stock. 


Financing of the line is to be accom- 
plished largely by disposition of Ameri- 
can’s investment in Detroit Edison. 
Divestment of companies producing a 
steady income will remove a quality and 
diversity of investment which the mar- 
ket generally considers of value. 

There is also the remaining possibility 
that the plan may not be consummated. 
If this should happen, the rights of pre- 
ferred stockholders would once more be 
in issue, with the definite probability of 
extended litigation over whether the 
preferred should receive only $25 a share, 
the liquidation price, or some greater 
amount. Re United Light & Railways 
Co. et al. (File Nos. 59-11, 59-17, 54-25, 
Release No. 7951). 


e 


Utility Intervening in Hearing Not an ‘‘Aggrieved Party”’ 


ib. Federal Circuit Court of Ap- 
peals dismissed an electric utility’s 
petition to review a Federal Power Com- 
mission order authorizing the merger of 
two other electric companies where no 
finding had been made from which it 
could be inferred that the utility was an 
aggrieved party entitled to appeal. 


The court pointed out that the commis- 
sion order permitting the utility, the state 
grange, and others to intervene in the 
merger hearing did not automatically 
make them “aggrieved parties” who 
would be entitled to appeal. Interstate 
Electric, Inc. et al. v. Federal Power 
Commission, 164 F2d 485. 


i 


Air Operation Approved without Base Restriction 


4 I ‘HE Colorado commission, in award- 

ing an air carrier an intrastate cer- 
tificate, reaffirmed its ruling of an earlier 
decision as to its jurisdiction over intra- 
state air operations. 

A proposal that the carrier be required 
to originate and terminate its operations 
from a home base was rejected by the 
commission. Call-and-demand service 
would be considerably hampered by such 
restriction. 


The commission limited the number of 
offices which the carrier might maintain 
in the state for the solicitation of busi- 
ness. 

Such a limitation serves to curb 
any tendency towards monopolizing the 
entire state and at the same time allows 
sufficient elasticity to permit the carrier 
to provide adequate service. Re Baker 
et al. 5 mas No. 8742, Decision 
No. 29635). 


e 


Revenue Need Not Be Sufficient to Justify Rate Increase 


F . peeerty application for authority 
to make a flat $2.50 increase on 
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to cancel its 10- and 20-trip tickets was 
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disapproved by the Ohio commission on 
the ground that the railroad had not suc- 
cessfully carried its burden of showing 
that the changes were just and reason- 
able. 

The commission took judicial notice 
of the railroad’s poor financial condition 
and the large loss resulting from its 


over-all passenger service but pointed out 
that mere need of revenue by the carrier 
is not in itself adequate proof of the 
reasonableness of proposed increased 
fares. Re Proposed Increase in Commu- 
tation and Multiple-trip Fares in Ohio 
(Investigation and Suspension Docket 
No. 200). 


e 


Commission Refuses to End GI’s Lease of 
Taxi Certificate 


7 HE Colorado commission dismissed 
a motor carrier’s application for an 
order terminating a lease and option of 
a certificate. The commission pointed 
out that the application involved the en- 
forcement of contract rights and that 
such matters were for the courts and not 
for the commission. 

The holder of a taxicab certificate had 
leased his certificate to a pair of veterans 
who purchased his equipment on a GI 
loan. The veterans defaulted on the pay- 
ments and the bank foreclosed its secu- 
rity and took possession of the auto- 
mobiles used in the business. 

Although the veterans eventually paid 
off the loan and repossessed the taxicabs, 
the carrier contended that the foreclosure 
constituted a termination and abandon- 


ment of the lease and option. The com- 
mission did not consider these facts as 
establishing anything further than that 
the matter involved was contractual in 
nature. The commission concluded its 
opinion with this statement : 


It is apparent to the commission, and 
clearly set out by the pleadings, that the in- 
stant matter is one to determine the rights 
under a contract. Whether or not there has 
been a breach of the lease or option between 
applicants and respondents, thereby termi- 
nating said lease and option, is a question, in 
our judgment, to be submitted to the courts, 
rather than the commission. The commis- 
sion has repeatedly held it has no power 
under the act creating it, or any amendment 
thereto, to entertain and determine such 
questions. 


Re Billings et al. (Application No. 8843, 
Decision No. 29593). 


+7 


Carrier Serving Only Stockholders Must 
Get Commission Approval 


A= carrier, incorporated for the 
delivery of motion picture film and 
similar products, was ordered by the 
Louisiana Public Service Commission to 
cease operating until it receives author- 
ity. The carrier made several contentions 
in its effort to remove itself from com- 
mission jurisdiction. Its first contention 
that this was a nonprofit service was sum- 
marily dismissed on the ground that this 
fact had no bearing on its obligation 
to obtain commission approval. 

The carrier then contended that its 
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operation was solely for the benefit of 
its stockholders and, therefore, was out- 
side of the scope of commission 
authority. The commission referred to a 
supreme court decision in a similar mat- 
ter and pointed out that the stockholder 
is an entirely different legal entity from 
the corporation and a person to whom 
service might be rendered only with 
commission approval. Louisiana Public ~ 
Service Commission v. Exhibitors’ De- 
livery Service, Inc. (No. 4722, Order 
No. 4693). 
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Convenience of Carrier Not Ground for Certificate Award 


HE Pennsylvania commission de- 

nied a motor carrier’s application 
for amendment of its common carrier 
certificate so that it might operate be- 
tween Philadelphia and all other points 
in Lancaster county. The commission 
pointed out that a finding as to public 


need for the service is necessary before 
it may issue a certificate. In the case at 
hand the application involved the accom- 
modation and convenience of the appli- 
cant, rather than that of the public, Re 
Lancaster Transp. Co. (Application 
Docket No, 33543, F2, Am-A). 


e 


Other Important Rulings 


HE Indiana commission authorized 

a rural electric membership cor- 
poration to include an emergency fuel 
adjustment clause in its rate schedules in 
order to absorb the increase in electric 
cost due to the operation of a fuel cost 
adjustment clause of Southeastern 
Indiana Power Company, from which it 
obtained energy under a supply contract. 
Re Rush County Rural Electric Mem- 
bership Corp. (No. 20060). 


A motor carrier’s application for 
authority to render group and party serv- 
ice was granted by the Pennsylvania 
commission where it appeared that a gen- 
eral public need for the proposed service 
existed. The commission specifically 
overruled the contention of objecting car- 
riers that their ability to render the same 
service necessarily required the refusal of 
the application. Re Dent (Application 
Docket No. 66133, Folder 2). 





Titles and Index 


Preprints in This Issue of Cases to Appear in 
PUBLIC UTILITIES REPORTS 


TITLES 


Chesapeake & P. Teleph. Co., Board of Supervisors 
To. . cescrevnsbundasescuctedbee dees s (VaSupCrAgp? 


Freight Rates and Charges, Re 
Middle States Utilities Co., Re 
Potomac Electric Power Co., Re 


Wisconsin Gas & E. Co., Nash-Kelvinator Corp. v. .........eeeeeeeeeees (Wis) 


INDEX 


Appeal and review—Commission order, 1. 
Discrimination — percentage increase in 
—— rates, 1. 
a meilieen nein cost, 17; wages, 


Rates—Commission jurisdiction, 1; elimi- 
nation of free telephone toll service, 17; 
notice requirement prior to increase, 1; 
statewide basis for telephone rates, 1; 


Public Utilities Reports (New Series) are published in five bound volumes annually, 


telephone transmission company, 
temporary rates, 10. 

Return—release of impounded funds, 11; 
sliding-scale arrangement, 11; telephone 
company, 1. 

Service—gas curtailment during short- 
age, 30. 

Valuation—going my 17 ; original cost, 
1; working capital, 1 


with an 


Annual Digest. These Reports contain the cases preprinted in the issues of Pustic Urizitres Fort- 


NIGHTLY, as well as additional cases and 


digests of cases. The volumes are $7.50 each; the 
abstract 


Annual Digest $6.00. Public Utilities Reports also will subsequently contain in full or 
form cases referred to in the foregoing pages of “Progress of Regulation. 





MAR. 11, 1948 


396 





PUBLIC UTILITIES 
REPORTS 





VIRGINIA SUPREME COURT OF APPEALS 


Board of Supervisors of Arlington County 
et al. 


Vv 


Commonwealth ex ak Chesapeake & 


Potomac Telephone Company 


— Va —, 45 SE2d 145 
November 24, 1947 


PPEAL from Commission order granting telephone rate in- 
A crease; affirmed. For Commission decision, see (1947) 
69 PUR NS 161. 


Rates, § 103 — Commission jurisdiction — Telephone transmission company. 
1. A telephone company serving about one-third of the geographic area of 


a state is a “transmission company” whose rates are subject to state Com- 
mission regulation, p. 3. 


Rates, § 649 — Motion for continuance — Opportunity to study proposal. 
2. A motion, by an objector to a proposed telephone rate, for continuance 
of the proceeding to allow time for study of the new schedule may be denied 
by the Commission, in the exercise of its discretion, where no reason is as- 
signed why available copies of the schedule were not studied prior to the 
hearing, p. 6. 


Rates, § 640 — Procedure — Applicable statute. 


3. A statute permitting the Commission, pending investigation, to fix tem- 
porary rates is inapplicable to a proceeding in which a telephone compan 
seeks and obtains prompt relief from inadequate rates, not temporary relief, 
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Rates, § 81 — Commission authority — Notice requirement prior to increase. 


4. The Commission has authority to permit a rate change after less than 
thirty days’ notice by the company to the Commission and the public, p. 7. 


Appeal and review, § 54 — Commission order — Addition to record after hearing. 
5. The action of the Commission in allowing a utility, after a rate hearing, 
to file an exhibit listing the newspapers in which it published advertisements 
concerning its application for an increase was not reversible error where the 
advertisements, their contents, and wide circulation had been so frequently 
referred to during the hearing that the exhibit could have exercised no in- 
fluence upon the Commission’s finding, p. 7. 


Appeal and review, § 54 — Commission order — Addition to record after rate 
hearing. 
6. The action of the Commission in allowing a utility to file a detailed list 
of “revenue increases by exchanges and zones” after a rate hearing has 
ended is not reversible error where the list was furnished at the specific re- 
quest of counsel for a group of objectors to the increase, p. 7. 


Valuation, § 36 — Rate base determination — Original cost — Absence of other 
evidence. 

7. The fact that the Commission, in granting a telephone rate increase to 
meet higher operating costs, did not consider many of the usual elements 
involved in rate base determination was not erroneous where the company’s 
application was based on a rate base equivalent to original cost, less depre- 
ciation, plus working capital, and a consideration of other factors would have 
increased and not decreased the rate base, p. 7. 


Return, § 111 — Telephone company. 
8. A telephone rate increase that would yield a return of 5.66 per cent was 
held, on appeal, to be amply supported, p. 8. 


Appeal and review, § 48 — Scope of review — Commission findings as to return — 
Presumption. 
9. Commission findings as to the reasonableness of the return which a new 
rate structure will allow a telephone company come before the reviewing 
court as prima facie just, reasonable, and correct, p. 8. 


Rates, § 32 — Commission authority — Exercise of legislative discretion — Rate 
increase. 
10. An order allowing a 10 per cent increase in the revenues of a telephone 
company is within the range of the Commission’s legislative discretion, 
whether it be viewed as a fair rate of return on a proper rate base or as an 
offset to increased operational costs, p. 8. 


Rates, § 209 — Unit for rate making — Telephones — Statewide basis. 
11. The Commission may, in the exercise of its discretion, use the integrated 
statewide basis of telephone rate making, whereby the total intrastate opera- 
tion forms the unit for rate making and determination of over-all revenue 
requirements, rather than a method of segregation of individual localities, 
p. 9 

Discrimination, § 166 — Telephone rates — Localities — Percentage increase. 
12. No claim of discrimination may be rightly made by residents of a rapidly 
expanding area although it receives the largest percentage increase in tele- 
phone rates in the state, where the number of stations in the area has m- 
creased percentage-wise far beyond the percentage rate increase and where 
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company rates are based on the number of stations which may be com- 
municated with without additional charge, p. 9. 


Before Hudgins, C. J., and Gregory, 
Eggleston, Spratley, Buchanan, and 
Staples, JJ. 


APPEARANCES: Morton L. Waller- 
stein and W. Shepherd Drewry, both 
of Richmond, for appellants; E. Ran- 
dolph Williams, T. Justin Moore, 
George D. Gibson, and William H. 
King, all of Richmond, and R. A. 
Van Orsdel and William G. Gassa- 
way, both of Washington, D. C., for 
appellee. 


EGGLESTON, Justice: 

[1] The Chesapeake and Potomac 
Telephone Company of Virginia, here- 
inafter called the Company, is a Vir- 
ginia corporation furnishing telephone 


service in about one-third of the geo- 
graphic area of the state. It is “a trans- 
mission company,” within the meaning 
of § 156 of the Virginia Constitution 
and Chaps 159, 160 of the Code of Vir- 
ginia, and accordingly its rates for in- 
trastate service are subject to regula- 
tion by the State Corporation Commis- 
sion. 

On July 31, 1926, PUR 1926E 481, 
the Commission, after a lengthy hear- 
ing, entered an order’ granting an in- 
crease in rates to the Company. Since 
then the Company has been allowed no 
general rate increase. 

On December 20, 1946, the Compa- 
ny filed with the Commission its appli- 
tation or petition for approval of re- 
vised schedules of rates, charges, rules, 
and regulations, designed to become 
initially effective in this state on Jan- 

1 Affirmed in Chesapeake & P. Teleph. Co. 


v. Commonwealth, 147 Va 43, PUR 1927B 
84, 136 SE 575. 





uary 21, 1947. While some of the 
proposed revised rates provided for no 
change, or for slight decreases, the ma- 
jority involved increases in the rates, 
charges, rules, and regulations thereto- 
fore filed and effective for use by the 
Company. 

On the date of the filing of the appli- 
cation the Commission entered an or- 
der, instituting and docketing a pro- 
ceeding and ordering an investigation 
and hearing on January 13, 1947, con- 
cerning “the reasonableness and jus- 
tice” of the proposed revised rates. 
The order required notice of a speci- 
fied form to be published once in each 
of two successive weeks, beginning at 
least ten days before the hearing, in 
newspapers of general circulation pub- 
lished in the cities of Richmond, Nor- 
folk, Roanoke, Lynchburg, and Alex- 
andria, respectively. 

The prescribed notice recited the fil- 
ing of the new schedules, pointed out 
that the “changes generally involve in- 
creases in the rates presently existing,” 
and gave notice that a hearing would 
be held at the appointed time, at the 
courtroom of the Commission, at 
which “members of the public general- 
ly” might “appear and present such 
relevant data as may be desired and be 
heard.” The notice further provided 
that the new schedules showing the 
proposed changes in existing rates, 
charges, etc., were on file with and 
might be seen at the office of the Com- 
mission, and that information as to 
such changes might also be obtained 
from any business office of the Com- 
pany. 

After the required publication of 
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this notice in the specified newspapers* 
the matter came on for hearing. The 
Board of Supervisors of Arlington 
county and others from that area ap- 
peared as intervenors in the proceed- 
ing and as objectors to the proposed 
revised rates. While they freely cross- 
examined the Company’s witnesses, the 
intervenors introduced no evidence of 
their own. 

At the conclusion of the evidence 
offered by the Company, a single 
spokesman on behalf of the Communist 
Party of Virginia read and prepared 
statement objecting to the proposed in- 
crease in rates. 

The Company presented three wit- 
nesses who supplemented their verbal 
testimony by a number of illuminating 
exhibits and charts. Arthur L. Lamb- 
din, vice-president and general man- 
ager, testified as to the current situa- 
tion with which the Company was 
faced from the management point of 
view. Robert W. Michie, vice-presi- 
dent, testified as to the financial state- 
ment and earning situation of the Com- 
pany. Arthur W. Harrison, general 
commercial manager, testified with re- 
spect to the current and proposed 
schedules of rates and charges. 

The testimony of these witnesses 
may be summarized thus: 

The Company operates in the state 
108 central offices in 93 exchanges or 
zones, which serve about 401,000 tele- 
phones. It has 6,900 employees and an 
investment of approximately $80,000,- 
000 in its plant and equipment. 

Since the entry of the order of the 
Commission in 1926, supra, fixing the 
rates and charges of the Company, 
very decided and definite changes have 


taken place in its operations. The 
normal growth of such operations was 
greatly stimulated by conditions which 
prevailed during the period of World 
War II. For instance, during the peri- 
od between 1939, the last normal pre- 
war year, to 1946, both inclusive, the 
business of the Company has under- 
gone the following changes: 


(1) Number of telephones in 
service increased from 213,- 
100 to 401,400, or an in- 
crease of 

(2) Number of toll messages 
increased from 8,680,000 to 
24,938,000, or an increase of 


(3) Gross operating revenues 
increased from $10,700,000 
to $27,400,000, or an in- 
crease of 
(4) Operating expenses (ex- 
cluding taxes) increased 
from $7,000,000 to $22,600,- 
000, or an increase of .... 221% 
(5) Labor expenses (includ- 
ing both wage increases and 
increase in number of em- 
ployees) increased from $3,- 
774,000 to $14,894,000, or 
an increase of 
(6) Total investment in Com- 
pany’s plant has increased 
from $42,000,000 to $80,- 
000,000, or an increase of . . 90.4% 
As might have been expected, these 
rapid changes had a marked effect on 
the Company’s net earnings. An it- 
crease of 157 per cent in total operat- 
ing revenues was overcome by the 221 
per cent increase in total operating ex- 
penses, with the result that the net 





2The Company filed certificates showing 
that the notice had been voluntarily published 
by it in three additional newspapers published 
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earnings in actual dollars was 7 per 
cent less in 1946 that in 1939. 

Taking into account the increase 
from $42,000,000 to $80,000,000, in 
its total plant valuation during the pe- 
riod, the ratio of net earnings to the 
total investment, or the rate of return, 
decreased 51 per cent, or to one-half 
the 1939 level. 

In other words, although the Com- 
pany had, in 1946, almost twice the 
amount invested in its plant as it had 
in 1939, and was doing two and one- 
half times as much business, yet due 
to increased cost of labor and other 
expenses its net earnings were actual- 
ly less and its rate of return was re- 
duced by more than one-half. The 
testimony is that on its intrastate op- 
erations—the subject of this proceed- 
ing—the rate of return for the year 
1946 was 2.68 per cent of the average 


original cost of the Company’s plant, 
plus working capital,’ less deprecia- 
tion reserves.* 


Although the Company made large 
additions to its plant during the war, 
scarcities of materials and labor made 
it impossible to keep up with the 
growth and demand for service. The 
average annual net increase in tele- 
phones during the prewar period of 
1936-1940 was 16,000. This in- 
creased to 23,000 during the war pe- 
tiod of 1941-1945. In 1946 the in- 
crease was over 52,000, far greater 
than in any previous year. 

In order to meet this demand, the 
witnesses on behalf of the Company 
estimated that its construction needs 
would require the expenditure of $15,- 
000,000 in 1947, and a total of $60,- 
000,000 for the next five years. 


a 


As summarized by Mr. Michie: 
“With a critically low level of its earn- 
ings, the Company must now seek rate 
relief in order to maintain its finan- 
cial integrity and to go forward with” 
this “program of expansion.” 

The Company’s witnesses testified, 
and the Commission found, that the 
effect of the proposed revised sched- 
ules of rates and charges would in- 
crease the gross annual operating reve- 
nues of the Company, from its intra- 
state business, by 10 per cent, or $2,- 
709,000. This latter figure, it was 
pointed out, is about $700,000 short 
of the actual wage increase of $3,400,- 
000 made since April 1, 1945, and is 
slightly more than one-half of the gen- 
eral wage increases made since 1939. 

It was further shown that the pro- 
posed schedules would effect an esti- 
mated increase in the annual net earn- 
ings of the Company, from its intra- 
state business, of $1,570,409. 

By reason of such increases it was 
estimated that the net intrastate earn- 
ings would be equivalent to 5.66 per 
cent per annum on the average original 
cost of the intrastate plant, plus work- 
ing capital, less depreciation reserves, 
amounting to $52,641,759. 

Upon consideration of the evidence 
adduced the Commission entered an 
order holding that the proposed sched- 
ules of rates, charges, rules, and regu- 
lations were “not unjust or unreason- 
able,” and that in accordance with the 
prayer of the Company they should 
be put into effect. 

The Commission’s reasons for this 
conclusion were embodied in an elab- 
orate written opinion which fully dis- 
cusses the evidence and all other ques- 





8 This amount of working capital equals one 
month’s operating expenses, other than taxes 
and depreciation. 


4 Depreciation actually recorded in accord- 
ance with the accounting requirements of the 
Commission. 
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tions involved. Lack of space forbids 
an abstract of the opinion. Suffice it 
here to say that the Commission found 
that: ‘Taking into consideration the 
high prices prevailing as of today, we 
are of the opinion that the one basis 
of valuation used by the Company 
throughout this case, viz., average 
original cost, less depreciation re- 
serves,’ plus working capital,’’® of its 
instrastate plant, fixed by the evidence 
at $52,641,759, “is among the lowest, 
if not the lowest, elements to be taken 
into consideration in determining the 
fair value or rate base,” and that the 
proposed increase in rates, estimated 
to yield an annual return of 5.66 per 
cent on such valuation, was not “un- 
just and unreasonable.” (69 PUR NS 
161 172, 173.) 


The Commission also found that the 


rate increases were justified by the 
rapidly mounting operating costs with 
which the Company had been faced. 


As it said: “A publicly regulated 
monopoly is helpless in times of rapid- 
ly mounting costs unless it is given re- 
lief by the regulating authority. 

The manufacturer and the merchant, 
when prices for raw material, or sup- 
plies, or rent, go up, simply charges 
his customer a larger amount. He can 
do nothing else. The utility cannot do 
this without the consent of the Com- 
monwealth through its constitutionally 
appointed agent, the State Corporation 
Commission.” (69 PUR NS at p. 
183.) 

From the order of the Commission 
the Board of Supervisors of Arling- 
ton county and the Arlington Public 
Utility Commission, two of the inter- 
venors below, have appealed. There 


5 See Note 4. 
@See Note 3. 
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are numerous assignments of error 
which may be logically grouped thus: 
(1) Objections to the course of pro- 
cedure; (2) The alleged failure of the 
Commission to consider certain factors 
pertinent to rate inquiries; and (3) 
The alleged injustice, unreasonable- 
ness, and discriminatory nature of the 
proposed schedules of rates, charges, 
etc., as affecting telephone subscrib- 
ers and users in the Arlington county 
area. 

[2] First, as to the course of pro- 
cedure. Complaint is made of the ac- 
tion of the Commission in not grant- 
ing the intervenor’s motion for a thirty 
days’ continuance. 

There was no claim or suggestion 
that the intervenors desired further 
time within which to collect or pro- 
duce evidence in their behalf. The sole 
stated basis for the requested postpone- 
ment was that more time was desired 
“to study the proposed rate increase.” 


In denying the motion the Commis- 
sion pointed out that the published no- 
tice of the hearing, which the repre- 
sentative of the intervenors admitted 
he had seen, disclosed that schedules 
of the proposed rates, charges, etc., 
were on file with the Commission and 
were open to inspection. No reason 
was assigned why these were not stud- 
ied in advance of the hearing. 

Clearly, in this situation, the refusal 
to grant a continuance was within the 
judicial discretion of the Commission. 

[3] Next, it is said that in seeking 
relief the Company should have fol- 
lowed the Act of 1934, Chap. 246, p. 
365, Michie’s Code of 1942, § 4071a, 
rather than Code, § 4066, as amended 
by Acts of 1924, Chap. 375, p. 538, 
Acts 1927, Ex. Sess., Chap. 36 p. 123. 

There is no merit in this contention. 
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The statute first mentioned applies to 
an application for temporary relief. It 
permits the Commission, “pending an 
investigation,” of a proposed increase 
or reduction in rates of a public utili- 
ty, to “enter a temporary order 

fixing a temporary schedule of rates” 
while it is considering what disposition 
is to be made of the matter. 

In the case before us no question of 
temporary rates was involved. The 
application sought, and the Commis- 
sion’s order granted, a rate increase 
which remains in effect until changed 
or modified by the further order of the 
Commission. What the Company 


sought and obtained was prompt re- 
lief, not temporary relief. 

[4] But it is said that even if the 
application properly came within the 
purview of Code, § 4066, as amended, 
no change in rates could lawfully have 


been made “except after thirty days’ 
notice to the Commission, and to the 
public.” 


While the statute does provide that 
“no change shall thereafter be made 
in any schedule, except after 
thirty days’ notice to the Commission, 
and to the public,” this is followed by 
a proviso in the same sentence “that 
the Commission may, in particular 
cases, authorize or prescribe a less time 
in which changes may be made.” 


[5,6] The final complaint in this 
group of assignments is to the action 
of the Commission in allowing the 
Company to file after the hearing, as a 
part of the record, and in considering, 
“Exhibit B” and “Exhibit 20.” 

“Exhibit B” is merely a list of the 
newspapers in which the Company 
published an advertisement justifying 
its request for an increase in its rates. 

While the complete list of the news- 


papers was not stated during the hear- 
ing, the advertisement, its contents, 
and the fact that it was given wide 
circulation were frequently referred to. 
It is perfectly plain that this exhibit 
could have exercised no influence upon 
the Commission’s finding. 

“Exhibit 20” is a detailed list of the 
“revenue increase by exchanges and 
zones.” It was furnished after the 
hearing upon the specific request of 
the then counsel for one of the inter- 
venors. 

[7] A large portion of the appel- 
lants’ brief is devoted to a discussion 
of numerous factors usually considered 
in rate cases, as to which, it is said, 
there was no evidence introduced be- 
fore the Commission, and without 
which, it is claimed, the Commission 
was not justified in reaching its con- 
clusion. Among these factors are: 
“The probable rate of return on invest- 
ments or on money market at the pres- 
ent or probable near future”; “The 
relationship of the Chesapeake and 
Potomac Telephone Company of Vir- 
ginia with the American Telephone 
and Telegraph Company and its sub- 
sidiaries”; ““The effect of abnormal 
conditions at the present or in the near 
future in relation to income, excess 
profits, and other taxes”; “What is 
maintenance, what is investment and 
as to the future of both” ; “Proper allo- 
cations as between interstate and intra- 
state revenues and expenses” ; “Details 
of wage increase adjustments”; “Ex- 
planation of the sudden drop in toll 
revenues in Virginia as compared to 
other states” ; “Going concern value” ; 
“Property values, used and usable, or 
property purchased, unused and with- 
held for future use.” 

But as the Commission pointed out 
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in its opinion, this was not the usual 
or typical utility rate case with which 
it frequently deals. Ordinarily, in 
seeking a rate increase the utility un- 
dertakes to establish a higher valua- 
tion of its property and plant as the 
“rate base,” or to show that it is en- 
titled to a higher yield on the estab- 
lished base, or both. 

Conversely, when there is an appli- 
cation to reduce rates the application 
undertakes to establish a lower valua- 
tion of the utility’s property and plant, 
or to show that it is entitled only to a 
lower yield thereon, or both. 

In either of such cases it becomes 
proper or necessary that the Commis- 
sion inquire into the factors relied on 
here by the appellants.” Chesapeake 
& P. Teleph. Co. v. Commonwealth, 
147 Va 43, PUR1927B 484, 136 SE 
575. 


The Commission had no such case 


before it here. The Company did not 
undertake to increase the value of its 
rate base or to seek a higher return 
thereon. Its application was predi- 
cated upon the original cost of its 
plant, less depreciation, plus a small 
amount of working capital, as its rate 
base, which the testimony showed, and 
the Commission held, in view of the 
present prevailing high cost of con- 
struction, was “among the lowest, if 
not the lowest, elements to be taken 
into consideration in determining the 
fair value or rate base.” 

Obviously, then, any reasonable fig- 
ure for the present fair value of the 
Company’s plant and property will be 
higher than the original cost, less de- 
preciation. Had the Commission con- 
sidered certain of the factors mentioned 





7As a matter of fact, several of these de- 
tailed factors were considered and discussed 
in the Commission’s opinion. 
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by the appellants the value of the rate 
base might have been increased. It 
would not have been decreased. 

[8,9] As has been said, the evi- 
dence showed, and the Commission 
found, that the proposed rate increase 
would yield a return of 5.66 per cent 
on this rate base, and that such a return 
“is not unjust or unreasonable.” 

We cannot say that such conclu- 
sion is wrong. It is amply supported 
by the evidence, and, under the Con- 
stitution, § 156(f), the Commission’s 
findings in such matters come to us 
“as prima facie just, reasonable, and 
correct.” 

Moreover, as has been said, the evi- 
dence shows that the proposed revised 
schedules of rates and charges will in- 
crease the gross annual operating reve- 
nues of the Company from its intra- 
state business by about 10 per cent, or 
$2,709,000, which is but a small pro- 
portion of the wage increase alone 
which the Company has recently sus- 
tained. 


[10] Therefore, whether the 10 per 
cent increase in revenues be viewed 
either as a fair rate return on a proper 
rate base, or as an offset to the in- 
creased cost of operation, it was, we 
think, within the “range of legislative 
discretion” of the Commission. Ches- 
apeake & P. Teleph. Co. v. Common- 
wealth, supra, 147 Va. at p. 57, PUR 
1927B at p. 492; Norfolk & W. R. Co. 
v. Com. ex rel. Mathieson Alkali 
Works (1934) 162 Va 314, 324, 6 
PUR NS 306, 174 SE 85. 


Finally, it is said that the proposed 
schedules of rates, charges, etc., are un- 
just, unreasonable, and discriminatory 
in their application to the telephone 
subscribers and users in the Arlington 
area. The basis of this contention is 
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that in this area the new rates involve 
greater percentage increases over the 
1926 schedules than those in most 
other places in the state. 

[11] As a corollary to this conten- 
tion the claim is made that the Com- 
mission should have required that the 
plant values, operating revenues, oper- 
ating expenses, etc., in the Arlington- 
Alexandria area be segregated to that 
locality, and that a fair rate be fixed 
for this part of the state as a unit. 

We think the Commission’s opinion 
properly answers this latter contention. 
It said: “This Commission many 
years ago adopted, and has used, the 
integrated statewide basis of telephone 
rate making whereby the total intra- 
state operations from the unit for rate 
making and determination of over-all 
revenue requirements. It has always 
fixed the rates on a statewide basis, 


with the exchanges classified generally 
as to the number of stations connected 
to, and served by, the various exchang- 
es. The overwhelming majority of 
other state Commissions, with tele- 
phone regulatory powers, has also 


adopted the statewide basis.” 
PUR NS at p. 175.) 


Consequently, it concluded: “We 
can see no reason for attempting to 
segregate the Alexandria-Arlington 
area and charge rates there different 
from the rates charged elsewhere in 
Virginia for comparable amounts of 
service.” (69 PUR NS at p. 181.) 


[12] It is true that under the new 
schedules the rates in the Alexandria- 
Arlington area are increased more than 
those in some other sections. For in- 
stance, in Arlington county, whose 
business is handled through the Ox- 
ford exchange, the flat residence 
monthly rates are increased from $2.75 


(69 


to $3.75, or 32 per cent, and the flat 
business monthly rate from $4 to $8, 
or 100 per cent, while in certain other 
localities—such as Staunton, for ex- 
ample—there has been little or no 
change in the rates for similar service. 

Mr. Harrison, the Company’s gen- 
eral commercial manager, testified that 
the basic value of telephone service is 
measured by the extent of the commu- 
nication it makes possible, that is, by 
the number of other telephones in a 
particular locality which can be reached 
without additional charge. As the 
number of telephones in an area in- 
creases, the value of the service in- 
creases, and the rate should increase 
correspondingly. 

Consequently, in fixing rates, tele- 
phone users are segregated into 
groups. Subscribers having access to 
900 or less telephones pay one rate, 
those between 900 and 1,800 a higher 
rate, and so on until those who have 
access to 50,000 telephones or more 
pay the highest rate. 

The cities of Richmond and Nor- 
folk, for instance, fall within the last 
class, both under the 1926 schedules 
and under the proposed new schedules. 


At the time of the 1926 classifica- 
tion the Oxford zone, in the Arling- 
ton area, had 3,207 telephones. Dur- 
ing the intervening twenty years Ar- 
lington county, due to its proximity 
to the city of Washington, has under- 
gone a tremendous change. It has 
ceased to be a rural community and has 
become an urban community. With 
this change the number of telephones in 
the Oxford zone has increased from 
3,207 to 37,215, or 1,060 per cent. 

Likewise in the Alexandria-Arling- 
ton area the total number of telephones 
have increased from 25,261 in 1939 
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to 79,336 as of December 31, 1946. 
In fact, as of the date last-mentioned, 
the total number of telephones in this 
area (which, however, is divided into 
several zones or exchanges) exceed 
those in both the Richmond and Nor- 
folk areas* where the highest rates ob- 
tain. 


It is clearly manifest, then, that re- 
cently under the 1926 schedules of 
rates the telephone users in the Alex- 
andria-Arlington area have enjoyed a 
preferential rate at the expense of users 
throughout the state. 


But that is not all. The evidence 
shows, and the Commission found, 
that the new rates for the Arlington 

8 Richmond has 79,061 and Norfolk 72,131 


telephones in their respective flat rate calling 
areas. 





area are lower in most instances than 
those fixed in the 1926 schedules for 
exchanges with a similar number of 
telephones as are now available to those 
subscribers. Hence, these users are 
better off under the new schedules than 
they would have been had the 1926 
rate schedules been applied to them. 

Indeed, the Commission found that 
“the new group classifications are defi- 
nitely much better than the old classi- 
fications.” (69 PUR NS at p. 182.) 
Consequently, the Commission held 
that the new schedules were not un- 
just, unreasonable, or discriminatory 
in their application to the users in the 
Arlington area. We agree with this 
conclusion, 

The order of the Commission is af- 
firmed. 





VIRGINIA STATE CORPORATION COMMISSION 


Re Freight Rates and Charges 


Case No. 9000 
October 23, 1947 


PPLICATION of rail carriers to increase freight rates and 
A charges to same level as those permitted by Interstate 
Commerce Commission; dismissed. 


Rates, § 85 — Powers of Commission — Temporary rates. 
The Commission is not authorized by law to grant to rail carriers authority 
to publish or apply temporary rates on intrastate traffic. 


By the Commission: This day 
came on for hearing before the State 
Corporation Commission the applica- 
tion of the rail carriers in Virginia for 
authority to make applicable intrastate 
in Virginia the same increases which 
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were permitted by the Interstate Com- 
merce Commission in its report and 
order of October 6, 1947, Ex Parte 
No. 166, Re Increased Freight Rates, 
1947, Chairman Hooker and Commis- 
sioners Downs and King sitting. 


10 
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APPEARANCES were as follows: A. 
J. Dixon and R. T. Wilson, Jr., ap- 
peared as counsel for all petitioning 
carriers; Wayne W. ‘Wolford ap- 
peared for Seaboard Air Line Rail- 
road Company; J. G. Middleton 
appeared for Atlantic Coast Line Rail- 
road Company; H. R. Powell ap- 
peared for Richmond, Fredericksburg 
& Potomac Railroad Company; H. J. 
Wagner appeared for the Norfolk 
Port-Traffic Commission; H. V. C. 
Wade appeared for the State Port 
Authority of Virginia; F. I. Mce- 
Donough and J. Y. Bedox appeared 
for Richmond Chamber of Commerce; 
F. J. D. Mackay appeared for Rich- 
mond Chamber of Commerce and T. 
W. Wood & Sons; M. A. Hubbard 
appeared for the Virginia Farm Bu- 
reau Federation; H. E. Ketner ap- 
peared for West Virginia Pulp & Pa- 
per Company, Mead Corporation, 
Columbian Paper Company, Camp 
Manufacturing Company, Hummel- 
Ross Division of Continental Can 
Company, Inc., Chesapeake Corpora- 
tion of Virginia and Mathieson Alkali 
Works; H. M. Mabey appeared for 


Mathieson Alkali Works; J. G. Earn- 
est appeared for Virginia Mineral Ag- 
gregates Association and Virginia 
Brick Association; P. T. Bruebaker 
appeared for Southern States Coopera- 
tive and R. L. Knott appeared for 
Kingan & Company. 

The rail carriers presented certifi- 
cates of certain newspapers indicating 
publication of notice of the hearing. 
The statements of counsel for the ap- 
plicants and the reading of the notices 
showed that the rates desired to be 
made applicable intrastate in Virginia 
are to be temporary rates. The Com- 
mission is of the opinion that it is not 
authorized by law to grant to rail car- 
riers authority to publish or apply 
temporary rates on intrastate traffic 
in Virginia, and in view of this 
opinion the application must be dis- 
missed ; 

It is, therefore, ordered, that the pe- 
tition of the rail carriers for authority 
to make certain increases intrastate in 
Virginia, which by notices are indi- 
cated to be temporary increases, be, 
and it is hereby, dismissed without 
prejudice. 








DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Potomac Electric Power Company 


Order No. 3286, P.U.C. No. 3468, Formal Case No. 373 
December 9, 1947 


P 


ETITION of electric company for release of funds deposited 
for refund under order pursuant to sliding-scale arrangement 


and for rate relief ; granted in part and denied in part. 


Return, § 5 — Sliding-scale arrangement — Retroactive adjustment. 
1. A sliding-scale arrangement providing for increases or decreases in rates 
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when the results of a prior period show a reduction in return below a speci- 
fied amount does not contemplate a retroactive adjustment of rates, p. 15, 


Return, § 5 — Sliding-scale arrangement — Retroactive adjustment — Release of 


impounded funds as constituting. 


2. The release to a utility company of arnounts collected from customers 
under an order, issued in a proceeding under a sliding-scale arrangement, 
continuing present rates but requiring amounts in excess of certain deduc- 
tions from customers’ bills to be set aside as a reserve for refund, would 
constitute a retroactive adjustment of rates, p. 15. 


Return, § 5 — Sliding-scale arrangement — Release of impounded funds. 


3. Upon a showing that a utility company’s earnings at their present level 
necessitate an adjustment of rate schedules under a sliding-scale arrange- 
ment providing for increases when return falls below a specified amount, 
the company should be permitted to retain as earnings the full amount billed 
to customers during the period following its petition for rate adjustment, 
although under an earlier order rates had been continued and accumulation 
of a reserve for refund had been ordered, the amount of which could not 
be released to the company without violating a rule against a retroactive 
adjustment of rates; and deposits for refund made after the petition for 
rate adjustment may be released to the company, p. 16. 


* 


By the Commission: 


Nature of Proceeding 


This proceeding relates to the pe- 
tition filed on October 17, 1947, by 
the Potomac Electric Power Com- 
pany (hereinafter referred to as the 
“Company”) requesting this Com- 
mission to: 

(1) Adopt and promulgate an ap- 
propriate order and/or orders re- 
leasing to the Company for corpo- 
rate purposes all funds deposited in a 
separate cash account pursuant to 
§ 2 of Order 3224 of this Commis- 
sion. 

(2) Adopt and promulgate an ap- 
propriate order and/or orders reliev- 
ing the Company from the obliga- 
tions imposed upon it by §§ 1, 2, and 
4 of Order No. 3224 of this Com- 
mission. 

(3) Adopt and promulgate any ap- 
propriate order and/or orders grant- 
ing the Company such additional, fur- 
ther, special, or general relief which 
72 PURNS 


the Commission may feel is warrant- 
ed and which the facts, equity, condi- 
tions, and circumstances justify. 

For convenience, the provisions of 
Order No. 3224, dated June 30, 1947, 
are quoted below: 

“Section 1. That the rates, tolls, 
and charges to be charge monthly by 
the Potomac Electric Power Company 
for electric service in the District of 
Columbia during the rate year be- 
ginning March 1, 1947, and until 
further order of the Commission, shall 
be the rates, tolls, and charges pre- 
scribed by Section 1 of Order No. 
2564, 48 PURNS 437; provided, 
however, that from the revenues col- 
lected by the Company on and after 
March 1, 1947, there shall be deduct- 
ed and set up in a reserve account cap- 
tioned ‘Reserve for Refund’ an amount 
sufficient to enable the Company to 
refund to consumers the following de- 
ductions from certain customer bills: 


Residential Schedule A— 
10 cents per monthly bill; 





Se fF 


co — hy Se ee 


=" <= go he 


RE POTOMAC ELECTRIC POWER CO. 


Commercial Schedule E— 
N — Accounts—20 cents per month- 
ly bill ; 


Commercial Schedule E— 

Dae Accounts—9.5 per cent of monthly 

bill; 

Commercial Schedule L— 

5.6 per cent of monthly bill ; 
provided, further, that the foregoing deduc- 
tions shall not be applied to reduce a custom- 
er’s bill for any month below the established 
minimum charge. 


“Section 2. That the Potomac 
Electric Power Company shall deposit 
in a separate cash account the amounts 
reserved for refund in accordance with 
§ 1 hereof. 

“Section 3. That within thirty 
days after date of this order, the Po- 
tomac Electric Power Company shall 
record on its books an entry trans- 
ferring from Account 271—Earned 
Surplus, to the separate subaccount of 
Account 258—Other- Reserves, re- 
quired by § 2 of Order No. 3223, in- 
come in excess of the allowed return 
during the test year 1946 in the 
amount of $8,131.40. 

“Section 4. That no debits shall 
be made to the reserve accounts re- 
quired by §§ 1 and 3 hereof, and no 
withdrawals shall be made from the 
separate cash account required by § 2 
hereof without the specific and direct 
approval of the Public Utilities Com- 
mission.” 

Pursuant to notice dated November 
13, 1947, formal public hearings were 
held on the Company’s petition on 
November 24 and November 26, 
1947, 

The United States government, 
through the Treasury Department, 
Bureau of Federal Supplies, was 
granted the right to intervene and 
was represented by counsel at the 
hearing. 


Appearance was also noted by the 
Federation of Citizens’ Associations. 

The notice of hearing also provided 
for consideration of any necessary and 
desirable modifications of the sliding- 
scale arrangement and its redraft into 
a single workable document. The rec- 
ord in this case contains considerable 
testimony and argument with respect 
to this matter and by reason of its 
importance it will be dealt with in a 
separate opinion and order. This 


opinion and order will deal only with 
the Company’s application for relief. 


Reasons for Petition 


The record discloses the following 
facts presented by the Company in 
support of its petition for immediate 
relief. 

The inability of increased revenues 
available to the Company to keep pace 
with rising costs, is, it is stated, pri- 
marily responsible for the filing of the 
petition. The need for relief is di- 
rectly related to the ability of the 
Company to maintain reasonable and 
stable earnings commensurate with its 
investment, its efficiency and services, 
and to the difficult economic condi- 
tions now being experienced. 

Comparisons of results of opera- 
tions in 1943 with those of subse- 
quent years and for the twelve months 
ended September 30, 1947, were in- 
troduced. The Company explained 
its use of the year 1943 as the base 
year, as follows: 

It was during the proceedings 
which reviewed the results of opera- 
tions for the test year 1943 that the 
Commission considered and ordered 
extensive modifications in its sliding- 
scale arrangement with the Company, 
which had the effect of decreasing 
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very materially the amoynt of earn- 
ings which the Company is granted 
as an allowable basic return. Thus, 
the year 1943 appeared to be the most 
appropriate year against which the re- 
sults of operation for subsequent pe- 
riods should be compared, because it 
was the first year against which the 
new “yardstick” was applied, bringing 
about an ordered reduction of about 
$1,037,000 annually in the Company’s 
operating revenues. This initial or- 
dered reduction carried through the 
years 1944, 1945, and 1946, and re- 
sulted in customers of the Company 
receiving refunds totaling $3,213,601. 

Exhibit No. 1 presented by the 
Company presents the results of op- 
erations for the years 1943, 1944, 
1945, and 1946 and for the twelve 
months ended September 30, 1947, 
after giving effect to the rate adjust- 
ments ordered by Commission Or- 
ders Nos. 2796, 55 PUR NS 65, 
3221, 3222, 3223, and 3224. The 
rate of return earned for each period, 
after such rate adjustments, is as fol- 


Rate of 


Using the various elements of ex- 
penses for the year 1943, as index No. 
100, the exhibit shows that total op- 
erating expenses, exclusive of depreci- 
ation and taxes, for the twelve months 
ended September 30, 1947, had in- 
creased to 148.0. This resulted from 
an increase in fuel and interchange ex- 
penses to 149.4 and an increase in 
labor and other items to 146.8. 

For the same period, depreciation 
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and taxes had declined to 95.2, with 
the result that total operating revenue 
deductions had increased to 128.4, as 


compared to the base index number of 
100 for the year 1943. 


Due to the rising costs heretofore 
discussed, the operating ratios of the 
Company had increased from 49.23 
per cent for the year 1943 to 56.09 in 
1946 and further to 60.50 for the 12- 
month period ended September 30, 
1947, 


Results of Operation 


As indicated above, the Company’s 
application is premised in part upon 
the fact that substantial increases in 
its operating expenses, particularly 
the delivered cost of fuel, have re- 
duced its net earnings to such an ex- 
tent that for the twelve months ended 
September 30, 1947, the rate of return 
earned has fallen well below the basic 
rate of return allowed under the pro- 
visions of the sliding scale arrange- 
ment, as modified. The Company’s 
witness, its Assistant Comptroller 
Charles L. Carr, testified that for the 
12-month period ended September 30, 
1947, income available for return on 
the rate base was $475,024.58 less 
than the basic return calculated at 5} 
per cent of the rate base. He stated 
that this deficiency, together with the 
necessary tax adjustment, would re- 
quire an increase in operating rev- 
enues of $766,168.68 to yield a basic 
return of 53 per cent of the rate base. 
Carr intimated that a recalculation of 
income for the 12-month period ended 
September 30, 1947, based upon the 
current level of fuel and other operat- 
ing costs would show a substantially 
greater deficiency in return earned 
than that actually experienced. 
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The Commission’s witness, its ex- 
ecutive accountant and Auditor V. A. 
McElfresh, testified that his calcula- 
tions under the sliding-scale arrange- 
ment indicated only a slight difference 
from figures introduced by the Com- 
pany’s witness. He called attention 
to the vagueness of the provisions of 
the sliding-scale arrangement dealing 
with the upward adjustments of rates 
premised on a 12-month period other 
than a calendar year. McElfresh also 
pointed out that under the sliding- 
scale arrangement the rate increase in- 
dicated by the results of operation 
during the 12-month period ended 
September 30, 1947 ($768,799.58, 
according to his calculations) could be 
reduced to $265,201.77 by utilizing 
the reserve of $312,230.64 set aside 
by Commission’s Orders Nos. 3223 
and 3224 for such purpose or pur- 
poses as, in the opinion of the Com- 
mission, will directly benefit the con- 
sumers of the Company. 

The rate of return of 4.95 per cent 
calculated for the twelve months end- 
ed September 30th is arrived at after 
excluding from operating revenues 
the amount of $667,325. This figure 
represents the aggregate of the month- 
ly amounts withheld from revenues 
since March 1, 1947, and on deposit in 
a separate cash account as of Septem- 
ber 30, 1947, pursuant to the provi- 
sions of Commission Order No. 3224. 
This deposit was subsequently ad- 
justed to $673,178, and it is this 
amount which the Company desires to 
have returned to it for corporate pur- 
'n addition, as previously out- 
lined, the Company petitions that it 
he relieved of the necessity of making 
further monthly withholdings from 


poses. 


operating revenues, as required by 
Order No. 3224. 


Conclusion 


[1,2] Paragraph D of the sliding- 
scale arrangement, which was cited 
by the Company in support of its pe- 
tition, reads as follows: 

“(D) If the rate of return for any 
two consecutive years falls below 53 
per cent of the rate base for each of the 
two said years, or if the rate of re- 
turn for any consecutive 12-month 
period falls below 54 per cent of the 
rate base for the same period, the 
Commission shall promptly increase 
rates, in a manner similar to that pre- 
scribed above for a reduction of rates, 
so as to yield as nearly as may be 6 
per cent upon the rate base as of the 
date of the order effecting such 
changes in rates.” 

This particular paragraph has not 
heretofore been applied nor interpret- 
ed, by reason of the fact that never, 
since the inauguration of the sliding- 
scale arrangement has it been neces- 
sary to increase the Company’s rates 
for electric service. In fact, the ap- 
plication of the provisions of the ar- 
rangement has resulted in decreases 
in rates in every year since 1925, ex- 
cept for the test years 1941 and 1944. 
It is clear, however, that neither this 
paragraph nor any other provision of 
the sliding-scale arrangement contem- 
plates a retroactive adjustment of 
rates. 

The Company argued that Order 
No. 3224 was not a rate order and 
that a release of the deposits made 
pursuant to the provisions of such or- 
der would not constitute a retroactive 
adjustment of rates. The Commis- 
sion cannot agree with this conten- 
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tion. Order No. 3224 was issued as 
the result of a proceeding under the 
sliding-scale arrangement covering 
the results of operation during the cal- 
endar year 1946 and established rates 
for the rate year beginning March 1, 
1947. Admittedly, Order No. 3224 
differed in form from previous orders 
establishing rates under the sliding- 
scale arrangement but only because of 
the delay occasioned by the litigation 
of Order No. 2796, 55 PUR NS 
65. 

Granting the petition of the Com- 
pany for the release of funds deposit- 
ed pursuant to § 2 of Order No. 3224 
prior to the filing of the petition 
would, in the opinion of the Commis- 
sion, be a retroactive adjustment of 
rates, and contrary to the intent of 
the sliding-scale arrangement. The 
Commission concludes and finds, 
therefore, that the petition of the 
Company, in so far as it relates to 
the release of restricted funds deposit- 
ed prior to the filing of the petition, 
should be denied. 

[3] There remains for disposition 
the question of relieving the Com- 
pany of the obligation to comply with 
the provisions of § 2 of Order No. 
3224 after the petition was filed. 
While paragraph D of the sliding- 
scale arrangement, which deals with 
the method of providing for neces- 
sary rate increases, is vague and diffi- 
cult to clearly interpret, it is obvious 
that it was intended to be available as 
a means of furnishing relief in the 
event the earnings of the Company 
should fall below what might be con- 
sidered to be a fair return. In the 


opinion of the Commission, the record 


indicates that the Company’s earn- 
ings at their present level necessitate 
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an adjustment of the rate schedules, 
The Commission also feels that fur- 
ther rate adjustments can be avoided 
by permitting the Company to retain 
as earnings, commencing October 1, 
1947, the full amount billed to its 
customers. It is the conclusion of the 
Commission, therefore, that the pro- 
visions of § 1 and § 2 of Order No. 
3224, which require the Company to 
deduct certain amounts from its rey- 
enues and to deposit such amounts in 
a separate cash account should be re- 
scinded as of October 1, 1947. The 
Company’s petition for relief was filed 
on October 17, 1947. Since the Com- 
mission was not in a position to act 
upon this petition without full and 
complete investigation, the Company 
made the deposits required by § 2 of 
Order No. 3224 for the months of 
October and November, even though 
it had petitioned for release from this 
libility. The Commission’s order will 
provide for the withdrawal by the 
Company of any deposits made since 
the petition was filed. 

Decision as to the final disposition 
of the amount of $673,178 deposited 
as of September 30, 1947, will be re- 
served pending the issue of the Com- 
mission’s order relative to the modi- 
fied sliding-scale arrangement which 
was also the subject of hearing in this 
proceeding. Furthermore, since the 
present action does not require the use 
of the reserve of $312,230.61 created 
by Orders Nos. 3223 and 3224, this 
reserve will be retained in its present 
status pending further action of the 
Commission. Therefore, 

It is ordered: 

Section 1. That the rates, tolls, and 
charges to be charged monthly by the 
Potomac Electric Power Company for 
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electric service in the District of Co- 
lumbia beginning October 1, 1947, and 
until further order of the Commission, 
shall be the rates, tolls, and charges 
prescribed by § 1 of Order No. 2564, 
48 PUR NS 437. 

Section 2. That the petition of the 
Potomac Electric Power Company to 
release to it for corporate purposes all 
funds deposited in a separate cash ac- 
count, pursuant to § 2 of Order No. 


the period from March 1, 1947, to 
September 30, 1947. 

Section 3. That Potomac Electric 
Power Company be, and it is hereby, 
authorized to debit the reserve ac- 
count captioned “Reserve for Refund” 
created by § 1 of Order No. 3224, and 
to withdraw from the separate cash 
account required by § 2 of the said 
order, the amounts reserved from the 
revenues of the Company and deposit- 


ed in the said account for the months 
of October and November, 1947. 


3224, be, and it is hereby denied with 
respect to all funds so deposited for 








MISSOURI PUBLIC SERVICE COMMISSION 


Re Middle States Utilities Company 


Case No. 10,929 
October 21, 1947 


A PPLICATION for approval of new telephone rates; denied. 


Valuation, § 300 — Working capital — Inclusion of nonexistent materials. 


1. Telephone subscribers should not be required to pay rates which include 
a return upon nonexistent but needed material and supply stock, p. 25. 


Valuation, § 335 — Going value allowance — Inadequate telephone plant. 
2. A telephone company with a history of low earnings, poorly maintained 
plant, inadequate service, and subscriber dissatisfaction should not be allowed 
any going value for rate-making purposes, p. 25. 


Expenses, § 99 — Wages — Estimated items in rate proceeding. 
3. Operating expenses which include estimated costs under estimated wage 
rates for an estimated number of employees may not be used as a measure 
of rates, p. 26. 

Expenses, § 71 — Maintenance — Past performance. 
4. A telephone company with a poor record of maintenance may not claim 
an increased maintenance cost per station where no evidence is proffered that 
it will depart from its past maintenance practices and actually incur these 
costs, p. 26. 


Rates, § 574 — Telephones — Elimination of free toll service. 


5. A telephone company was permitted to eliminate from its rate schedules 
its so-called “free toll service” and in lieu thereof to file toll rates where 
many of the subscribers were not availing themselves of the free service 
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because of its poor quality, even though no estimate was made as to the 
revenue which would be derived from the proposed toll rates, p. 26. 


Return, § 36 — Company with poor service record — Telephone. 
6. A telephone company which has failed to maintain its plant in a high 
state of efficiency and to make additions and betterments to the extent neces- 
sary to keep pace with the modern standards of service should not be allowed 
a rate of return which will compensate it at the same rate allowed companies 
which maintain a high standard of service, p. 27. 


Return, § 11 — Telephones — Company with poor service record. 
7. A rate of return of 8 per cent is entirely too high for a telephone com- 
pany with a record of rendering inadequate public service, p. 27. 


Rates, § 120 — Reasonableness — Return. 
8. The Commission is charged with the duty of fixing rates which will yield 
a reasonable average return upon the value of the property actually used in 
public service and to determine what are just and reasonable rates, charges, 
and rentals for services rendered, p. 28. 


Service, § 123 — Obligation of utility — Obligation of subscribers. 
Statement that it is the obligation of the owner of a public utility to pro- 
vide the plant and to make the necessary investments in that plant to give 
adequate service, and it is not the obligation of the subscribers to pay rates 
which will permit the owner of the utility to build a plant upon which it 
can then base a request for rate increases, p. 27. 


Rates, § 130 — Inadequacy of service as affecting rate. 
A telephone subscriber should not be required to pay a full rate of return 
upon the value of telephone property used in rendering service if the service 
is so poor that the subscriber is unable to get the full benefit from his tele- 
phone, p. 28. 
Rates, § 32 — Position of Commission in rate case — Consideration of service 
quality. 
Statement that the Commission, in a rate proceeding, represents both the 
utility and the public and must give consideration to the quality of service 
in determining a fair rate of return to be paid by the subscriber, p. 28. 
Expenses, § 99 — Rate increase to allow for wage adjustments — Commission 
policy. 
Statement that it is not Commission policy to grant rate increases to com- 
pensate for increased labor costs based upon negotiations in progress between 
a utility and its employees, as it is not proper for the Commission in any way 
to become a party to such wage negotiations, p. 29. 


* 


By the Commission: This case is for telephone service furnished the sub- 


before the Commission upon an appli- 
cation, filed October 7, 1946, by Mid- 
dle States Utilities Company of Mis- 
souri, hereinafter sometimes referred 
to as the applicant, requesting author- 
ity to file revised schedules of rates 
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scribers of the various exchanges of 
said company, said new rates being 
substantially in excess of the schedules 
of rates presently in effect. In its ap- 
plication, among other things, the ap- 
plicant sets forth the proposed new 
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RE MIDDLE STATES UTILITIES COMPANY 


rates and alleges that such new rates 
will not produce an excessive return 
to the owners of the property. 

The applicant is a telephone corpo- 
ration, organized and operating under 
the laws of the state of Missouri, with 
headquarters or registered office in 
Plattsburg, Clinton county, Missouri, 
and is engaged in furnishing telephone 
service to the residents in and adjacent 
to the following points, viz: Baring, 
Knox county, Missouri; Bethany, 
Blythedale, Mt. Moriah, Cainsville, 
Ridgeway, and Gilman City, Harrison 
county Missouri; Kahoka and Way- 
land, Clark county, Missouri; Mem- 
phis, Scotland county, Missouri; Un- 
ionville, Putnam county, Missouri; 
Mercer and Princeton, Mercer county, 
Missouri; Brimson, Grundy county, 
Missouri; Jamesport, Daviess county, 
Missouri; Cameron, Clinton county, 
Missouri; Hamilton, Kingston and 
Braymer, Caldwell county, Missouri; 
Lawson, Ray county, Missouri. 


On October 14, 1946, the Utility 
Workers Union of America, formerly 
Utility Workers Organizing Commit- 
tee, Local Union No. 305, of Bethany, 
Missouri, affiliated with the Congress 
of Industrial Organization (CIO), a 
trade union certified by the National 
Labor Relations Board as the exclu- 
sive bargaining agent for the unionized 
employees of the applicant, filed a pe- 
tition for and was granted leave to 
intervene. The following groups also 
signified their interest in the proceed- 
ings and were represented by counsel ; 
the cities of Braymer, Kahoka, and 
Wayland; the counties of Scotland, 
Harrison, Mercer, and Andrew; and 
the chamber of commerce of Memphis. 

After the filing of the application 
requesting authority to file the revised 


schedules of rates for telephone serv- 
ice, the Commission, on its own mo- 
tion, issued its order, dated October 
22, 1946, directing its accounting and 
engineering departments, prior to set- 
ting the matter for hearing, to make 
examinations, audits, and investiga- 
tions of the property, quality of serv- 
ice, books, records, files, and accounts 
of applicant to the extent necessary for 
the determination of the issues in- 
volved including the justness and rea- 
sonableness of rates charged to sub- 
scribers. 

Pursuant to the Commission’s order, 
the accounting department made an 
audit of the books and records of the 
applicant and filed_its report on March 
10, 1947. This report, entitled “Audit 
of Accounts—Middle States Utilities 
Company of Missouri—P. S. C. Ac- 
countants’ Exhibit No. 1,” arrived at 
the “Original Cost of Telephone Plant 
at March 31, 1946,” and included an 
adjusted income statement for the year 
ended March 31, 1946, together with 
various other accounting and financial 
data pertaining to applicant’s opera- 
tions. 

After various conferences between 
the applicant and members of the Com- 
mission, and between members of the 
Commission and other interested par- 
ties, the matter was set for hearing at 
Jefferson City, Missouri, on April 30, 
1947, and notice of such hearing was 
sent to all interested parties on April 
1, 1947. 


On April 25, 1947, the city of Ka- 
hoka, Missouri, in a writing styled 
“Answer of the city of Kahoka, Mis- 
souri, to the Above Application,” for- 
merly requested the Commission that 
a hearing be held in Kahoka, or with- 
in a reasonable distance thereof, for 
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the convenience of various witnesses 
in that locality who might desire to 
be heard concerning the matters in- 
volved. 

On April 30, 1947, and before the 
presentation of any testimony, the ap- 
plicant requested and was granted 
leave to file an amended application 
which in effect requested higher rates 
than were set forth in the original ap- 
plication. It was agreed by all inter- 
ested parties that the applicant would 
submit at the hearing in Jefferson City 
(which was held on April 30 and May 
1, 1947) all of its exhibits and testi- 
mony in support of the amended appli- 
cation, and that the Commission would 
hold a hearing in Memphis, Missouri, 
on May 14, 1947, and a hearing in 
Chillicothe, Missouri, on May 15, 
1947, for the convenience of subscrib- 
ers and other interested parties who de- 
sire to present testimony in the case, 
and that a final hearing would be held 
in Jefferson City on May 19, 1947, for 
the purpose of permitting the Commis- 
sion’s staff to introduce its evidence 
and conclusions based upon the audit 
and examination of applicant’s books, 
property, records, files and accounts, 
and permitting the cross-examination 
of applicant’s witnesses. Pursuant to 
this arrangement, the case was heard 
as aforesaid, and at the conclusion of 
the hearings opportunity was afforded 
all parties to present oral argument and 
written briefs. Applicant’s counsel 
orally argued the case before the Com- 
mission en banc, and the Utility 
Workers Union of America filed a 
written brief on June 2, 1947. All 
of the following recitals, findings and 
conclusions are based on the oral testi- 
mony and documentary evidence re- 
ceived at the hearings. 
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Attached to the application were ex- 
hibits showing the proposed monthly 
telephone rates at the various ex- 
changes. It was estimated by appli- 
cant that these proposed new sched- 
ules of rates would increase revenues 
by $149,235 annually. The said rates 
were estimated to increase revenues 
from business service $42,714.20 an- 
nually, residence service $74,286.40 
annually and rural service $31,223.40 
annually, with an anticipated decrease 
in miscellaneous revenue of $1,011 an- 
nually, accounting for the total esti- 
mated annual increase of $149,235. 
The following table summarizes the 
estimated increases between various 
exchanges served by applicant: 

[See table on page 21.] 

In addition to the increased revenues 
which applicant seeks by reason of the 
filing of the proposed new schedules 
of rates, applicant requested at the 
hearing that the order of the Commis- 
sion contain a clause discontinuing cer- 
tain free toll service which the sub- 
scribers of applicant are now receiving 
between certain specified points and 
allow applicant to file toll schedules 
establishing regular toll charges over 
the lines now receiving free toll service. 
Petitioner’s Exhibit No. 15 included 
a table and statement defining the ex- 
tent of free toll service and shows the 
extent to which this service was being 
used by the subscribers during a test 
period. 

In support of its request for in- 
creased rates, applicant introduced 
numerous exhibits purporting to show 
that after allowing for increased oper- 
ating costs, including increased labor 
and maintenance costs, the proposed 
rates would not produce an excessive 
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Estimated 
Annual Revenues 
from Proposed 
Exchange Service 

Ra 


Exchanges 


Baring 
Bethany 
Blythedale 


Cainsville 
Cameron 
Gilman City 
Hamilton 


Kingston 
Lawson 
Memphis 
Mercer 

Mt. Moriah 
Princeton 
Ridgeway 
Unionville 
Wayland 


Totals 


return on the value of the property 
using various rate bases. 

An appraisal of the property of the 
applicant, prepared by Sloan, Cook & 
Lowe, consulting engineers, of Chi- 
cago, Illinois, was introduced in evi- 
dence after being identified by Mr. 
Maynard A. Cook, under whose direc- 
tion the said appraisal was prepared. 
According to Mr. Cook’s testimony, 
his appraisal was based upon an inven- 
tory and appraisal of the physical prop- 
erty of the applicant prepared by Mr. 
F. M. Plake, consulting engineer, as 
of December 31, 1938, with the quan- 
tities therein adjusted for additions 
and retirements during the period from 
January 1, 1939, to December 31, 
1944, and the inventory so obtained 
was priced as of December 31, 1945. 
According to this exhibit the total cost 
of reproduction was $1,079,191, and 
the cost of reproduction less deprecia- 
tion was $615,048, indicating that, in 
his opinion, the property was in ap- 
proximately 57 per cent condition. 


Estimated 
Increases in 
Annual Revenues 
from Proposed 
Exchange Service 
Rates 


Annual Revenues 
from Present 
Exchange Service 
Rates 


$1,240.20 
22,081.80 
1,810.20 
10,588.80 
669.00 
4,012.80 


$175,019.40 $149,235.00 


Likewise, it was shown that at March 
31, 1946, the original cost of the prop- 
erty per applicant’s books was $753,- 
836.88. 

The evidence also shows that the ap- 
plicant was authorized to acquire the 
telephone exchange located at Bray- 
mer, Missouri, from the Dorsey Tele- 
phone Company, pursuant to an order 
of the Commission in Case No. 10,891, 
entered on August 26, 1946. As the 
appraisal previously referred to did not 
include the property acquired from 
Dorsey Telephone Company, a separ- 
ate appraisal was made of the prop- 
erty as of December 31, 1945. Ac- 
cording to Mr. Cook’s testimony in 
this appraisal he arrived at a cost of 
reproduction of $50,415, a cost of re- 
production less depreciation of $29,- 
855, and an estimated original cost at 
the same date of $37,735. Both parts 
of this report are based on an in- 
ventory taken by Mr. Cook. The por- 
tion of the report dealing with the cost 
of reproduction and the cost of re- 
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production less depreciation was priced 
in the same manner and with the same 
unit cost, where appropriate, as used 
in the Middle States Utilities Company 
of Missouri appraisal. To determine 
the original cost, it was necessary to 
examine this company’s records and 
price the inventory at the date of in- 
stallation. 

Using as a basis the cost of repro- 
duction at December 31, 1944, priced 
as of December 31, 1945, the corre- 
sponding cost of reproduction less de- 
preciation, the increase in the cost of 
materials that took place between De- 
cember 31, 1945, and July 1, 1946, 
the net additions to plant during the 
year 1945 and the first six months 
of 1946, the amount of plant under con- 
struction as of June 30, 1946, and the 
original cost of the property as per 
books and including the property of 
the Dorsey Telephone Company at 
Braymer, Missouri, all resulted in an 
estimate by Mr. Cook as to the value 
of the combined properties at July 1, 
1946, of $762,500. 

In addition to the value of the phys- 
ical property, he added thereto $52,- 
500 for going value and $41,500 for 
working capital, including materials 
and supplies, arriving at his rate base 
at July 1, 1946, of $856,500. 

On the basis of the net operating in- 
come for the twelve months ended 
March 31, 1946, of $13,895.95 and 
using the rate base at July 1, 1946, of 
$856,500 as determined by Mr. Cook, 
the rate of return was 1.62 per cent. 
For the twelve months ended Decem- 
ber 31, 1946, using the same rate base 
and the net operating income of $14,- 
598.98, the rate of return was calcu- 
lated to be 1.70 per cent. 

Exhibits were also submitted show- 
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ing that by using the original cost 
of telephone plant as of July 1, 1946, 
and adding thereto the same allow- 
ances for going value and working cap- 
ital, the rate of return for the twelve 
months ended March 31, 1946, was 
1.55 per cent. Using the original cost 
of telephone plant at December 31, 
1946, and adding thereto the aforesaid 
allowances, the net operating income 
for the preceding twelve months of 
$14,598.98, as determined by the ap- 
plicant, would produce a return on this 
base of 1.56 per cent. 

The evidence further shows that ap- 
plicant has entered into various con- 
tracts with the Utility Workers Union 
of America, Local Union No. 305, the 
union certified by the National Labor 
Relations Board as the exclusive bar- 
gaining agent for the unionized em- 
ployees of the applicant ; said contracts 
providing for increased pay scales pro- 
vided applicant is allowed to file sched- 
ules of increased telephone rates that 
in its opinion will allow it to pay the 
increased scale of wages provided in 
said contract. A witness for the ap- 
plicant admitted that these new wage 
scales were not now in effect. On the 
basis of the proposed new wage scales 
the annual payroll will be $197,793.80, 
based on the number of employees at 
December 31, 1946, compared to 
$114,794.50 and the number of em- 
ployees at May 1, 1945. For the 
twelve months ended December 31, 
1946, the proposed new wage scales 
were estimated to increase operating 
expenses for this period by $45,109.02. 

Applicant also submitted a statement 
of net operating income for the 12- 
month period ending December 31, 
1946, adjusted to give effect to the pro- 
posed wage increases, the increase in 
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maintenance and depreciation expens- 
es, as determined by Mr. Cook, and 
the proposed increases in exchange 
service rates based on the rates filed 
with the amended application. This 
pro forma income statement, taking all 
these factors into consideration, ar- 
rived at a net operating income for the 
period of $71,187.35. Applying this 
figure of net operating income to the 
estimated rate base as of July 1, 1946, 
of $856,500, as determined by Mr. 
Cook, the rate of return is 8.31 per 
cent. On the basis of the original cost 
of applicant’s property at December 31, 
1946, plus the estimates for going val- 
ve and working capital, and applying 
this adjusted net operating income, the 
rate of return is 7.62 per cent. A wit- 
ness for the applicant testified that in 
his opinion a rate of return of at least 8 
per cent would be reasonable. 

There was introduced in evidence 
the P. S. C. Accountants’ Exhibit No. 
1 which had been prepared on the basis 
of an audit of applicant’s books as of 
March 31, 1946, made pursuant to the 
Commission’s order. According to 
this exhibit the original cost of appli- 
cant’s telephone plant at this date was 
$753,836.88, the same amount as pre- 
sented by the applicant. T*e Commis- 
sion Accountants aiso recommended 
that the amount of $24,811.92 be al- 
lowed for working capital which was 
itemized as follows : 


Cash working capital in connection 
with toll operations 

Prepayments 

Material and supplies 


$24,811.92 


This allowance included no amount 
of cash working capital for exchange 
service as bills for this type of service 
are rendered in advance of the rendi- 


tion of service and normal collections 
would be sufficient to meet current cash 
demands. The allowance for toll serv- 
ice was based on one-twelfth of the 
annual toll revenue. The allowance 
for material and supplies and prepay- 
ments were the amounts on the appli- 
cant’s books at the date of the audit. 
In further support of their position 
there was introduced exhibits (P. S. C. 
Accountants’ Ex. Nos. 3A and 3B) 
which indicated that for a 15-day peri- 
od the cash collections had been suffi- 
cient to cover the cash expenditures 
for the period. 

The income statement as recorded 
by the applicant for the year ended 
March 31, 1946, which was included in 
the Commission Accountants’ Exhibit, 
showed a net return of $32,976.98, 
which figure, after minor adjustments 
made by the Commission accountants, 
was reduced to $28,927.27. 

At the hearing held in Memphis, 
Missouri, on May 14, 1947, and at 
Chillicothe, Missouri, on May 15 
1947, various subscribers of applicant 
testified as to the poor condition of ap- 
plicant’s property and the low standard 
of telephone service that they were re- 
ceiving. Testimony was presented 
that it was not uncommon at times to 
be required to wait for long periods 
before being able to get an operator, 
that not infrequently telephone conver- 
sations were disrupted and that over 
certain lines it was often necessary for 
the operators to repeat conversations 
in order to get a message through. 
Testimony was to the effect that many 
of the applicant’s telephone instruments 
were old and that maintenance em- 
ployees of the applicant on service calls 
had been unable, because of the depre- 
ciated condition of the plant, to make 
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satisfactory repairs. Evidence in the 
form of photographs were introduced 
purporting to show the antiquated type 
of instruments in use at some of ap- 
plicant’s exchanges and the low state 
of maintenance on some of applicant’s 
lines. 

At the hearing held in Jefferson 
City, Missouri, on May 20, 1947, the 
Commission’s chief engineer testified 
that he and his staff had made a study 
and inspection of the applicant’s prop- 
erties. From this study and inspection, 
he had reached the conclusion that the 
property was in poor physical condition 
and believed that the estimate of 57 per 
cent condition placed upon the prop- 
erty by Mr. Cook was liberal. In his 


testimony he called attention to numer- 
ous instances where, in his opinion, 
property still in service had been fully 
depreciated and was not capable of any 


longer rendering adequate and efficient 
service. He stated that first-class tele- 
phone service could not be furnished 
by this property until it had been re- 
constructed. 

He identified P. S. C. Engineers’ 
Exhibits Nos. 2A and 2B which were 
graphs prepared to show visually the 
rates of the applicant in relation to the 
rates of other independent telephone 
companies in Missouri. According to 
these exhibits, which were received in 
evidence, the present rates of applicant 
are equal to, or above in most cases, 
the rates of the group average and the 
proposed rates in all classes of service 
were substantially in excess of the av- 
erage. 

His conclusions were that it would 
have been wasted effort and expense 
for the Commission engineers to have 
gone out and made a detailed piece-by- 
piece study of the property and come 
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into the hearing with a figure purport- 
ing to show the reproduction cost less 
depreciation of the property. He be- 
lieved that the Commission should not 
have heard this case at this time, but 
should have required the applicant to 
rebuild its property, after which the 
Commission could then prescribe ade- 
quate rates. 

In reviewing the evidence before us, 
it is noted that there is a difference 
between the allowance for working 
capital of $41,500 requested by the ap- 
plicant and the allowance of $24,811.- 
92 recommended by the Commission 
accountants. Likewise, the Commis- 
sion accountants included in their ex- 
hibit no allowance for going value 
while the applicant requested $52,500 
for this intangible. 

In arriving at the estimate for cash 
working capital, the applicant used per- 
centages which were based on various 
studies giving consideration to several 
factors, including a percentage of gross 
operating revenues, the operating ex- 
penses for a 6-to-8-week period, and a 
percentage of the cost of reproduction 
less depreciation of the property. The 
recommended allowance was not based 
on a study of the actual requirements 
of the applicant for working capital. 

A witness for the applicant testified 
that exchange revenues which are 
billed in advance of the rendition of 
service are practically all collected by 
the 15th day of the month. The ex- 
hibit introduced by the Commission’s 
accountants showed that for the test 
period $13,579.74 was collected in the 
first fifteen days of the month, and only 
$1,126.70 was paid out by the appli- 
cant to defray expenses pertaining to 
service for the same period. This, of 
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course, leaves in excess of $12,000 
which had been provided by the sub- 
scribers and which was available to the 
applicant to meet the remainder of ex- 
penses for the period as they became 
due. This indicates that the subscrib- 
ers provide funds in advance which 
may be used to defray the cost of ex- 
change service. We believe the allow- 
ance recommended by the staff for 
toll service is more than ample to com- 
pensate the applicant for use of its 
funds during the time when such funds 
are in use for the benefit of the sub- 
scribers. 

[1] In addition, the witness for 
the applicant admitted his recommen- 
dation for material and supplies was 
based upon “proper allowance under 
normal conditions,’ and he further 
stated this amount was necessary “if 
the company is keeping up the mainte- 


nance of the plant and is keeping in po- 
sition to supply the day-by-day addi- 


tions that are needed.” The evidence 
shows that the applicant is not keeping 
up the maintenance of its plant and sup- 
plying the day-to-day additions to its 
plant as they are required. The ap- 
plicant’s exhibits referred to and the 
testimony as to the need for additional 
maintenance and the plea for rate in- 
creases was to a considerable extent 
based upon this need. When and if 
the applicant keeps up the maintenance 
and needed day-to-day additions to its 
plant, it may then require the amount 
of material and supplies which is 
claimed. Until that time, the sub- 
scribers should not be required to pay 
rates which include a return upon this 
nonexistent material and supply stock. 
The Commission accountant recom- 
mended an allowance for materials and 
supplies based upon the actual stocks 


existing at the time of the audit. We 
believe this to be a fair allowance. 

In substantiation of its claim for an 
allowance of $52,500 for going value, 
the applicant urged as items which 
should be included in this intangible 
loss of earnings due to not having im- 
mediately enough subscribers to utilize 
the facilities which were initially in- 
stalled, cost of training employees and 
the value of an able and efficient man- 
agement. The witness for applicant 
admitted that such items of expense, if 
they were actually incurred, were 
charged to either plant accounts or op- 
erating costs at the time and that if 
they were charged to plant accounts 
they were included in the original cost 
of telephone plant in service. If, on 
the other hand, they were charged to 
operating expenses, they had become 
factors of cost upon which subscribers’ 
rates had been predicated at that time. 

[2] It is a matter of record the pres- 
ent stockholders did not own the prop- 
erty at the time such costs were in- 
curred, if at all, and, therefore, they 
as the present owners incurred no such 
costs. The Commission’s files contain 
numerous reports indicating that the 
properties here under discussion have 
for many years been operated either at 
a loss or at a very low rate of return. 
The going value of this telephone plant 
with its history of earnings, the condi- 
tion thereof, kind of service rendered, 
and subscriber dissatisfaction is of 
doubtful value, and we are inclined to 
doubt the validity of the factors which 
were urged as support for such allow- 
ances. We do not believe that the 
telephone plant as presently constituted 
should be allowed any going value for 
rate-making purposes. 

The pro forma income statement for 
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the twelve months ended December 31, 
1946, which arrived at a net operating 
income of $71,187.35 included adjust- 
ments giving effect to the proposed in- 
creases in rates, adjustments on ac- 
count of anticipated wage increases and 
required increases in maintenance ex- 
penses and used rates for depreciation 
as recommended by Mr. Cook, based 
on the original cost of telephone plant, 
by classes of depreciable property. 

[3] In our opinion, the net operat- 
ing income of $71,187.35 estimated in 
the pro forma income statement is 
somewhat conjectural. The operating 
expenses included estimated costs un- 
der estimated conditions using esti- 
mated wage rates for an estimated 
number of employees. The income 
statement certainly does not report the 
costs that were actually being incurred 
at the time the exhibit was prepared, 
nor can it be assumed with accuracy 
that they will be incurred. For this 
reason, we do not believe that the re- 
sult so arrived at should be used as 
a measure of rates which subscribers 
would be required to pay. 

[4] In this connection, attention is 
directed to the fact that the adjust- 
ments for required increases in main- 
tenance expenses were based upon the 
required annual maintenance cost of 
$7.28 per station, as determined by 
Mr. Cook. In arriving at this figure, 
Mr. Cook took into consideration the 
charges to each of the maintenance ac- 
counts for the years 1940 to 1945, in- 
clusive, using the detailed expenses for 
the first six months of 1946. In addi- 
tion to the average maintenance cost 
per station, as experienced by the ap- 
plicant, Mr. Cook also considered the 
observed deferred maintenance exist- 
ing in the property. Average statistics 
72 PURNS 


for Class B Independent Telephone 
Companies, as compiled by the United 
States Independent Telephone Asso- 
ciation for each of the years 1940 to 
1944, inclusive, were also considered 
in arriving at the estimated mainte- 
nance cost of $7.28 per station. No 
evidence was proffered that the appli- 
cant would depart from its past main- 
tenance practices and actually incur 
these costs. 

The depreciation rates used in com- 
puting the depreciation expenses for 
the period were rates which Mr. Cook 
had recommended using the experi- 
ence of various other companies, 
which, in his opinion, should create a 
reserve sufficient to protect applicant’s 
property. In Case No. 9843 (see 
[1940] 36 PUR NS 231), the Com- 
mission prescribed rates for accruing 
depreciation which the applicant 
should use in arriving at the annual 
amount of depreciation currently ac- 
cruing in its property. It is our con- 
clusion that these rates should be con- 
tinued in effect until such time as ap- 
plicant’s plant has been rehabilitated 
and further studies made. This view 
was expressed by the Commission’s 
chief engineer in his testimony. 

[5] In regard to applicant’s request 
for authority to eliminate free toll serv- 
ice and to file toll rates, setting forth 
toll charges for the former free service, 
no estimate was made as to the rev- 
enue which would be derived from the 
elimination of this free service and the 
filing of toll rates therefor. The evi- 
dence indicates that the use of this 
service is negligible as is the revenue 
that might be derived under toll rates. 
Further, no evidence was submitted as 
to whether free service was being 
granted to customers of other connect- 
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ing companies. However, the testi- 
mony did indicate that many of the 
applicant’s subscribers were not avail- 
ing themselves of this free service be- 
cause of its poor quality. The Com- 
mission is of the opinion and finds 
that the applicant should be permitted 
to eliminate from its schedules of rates 
its so called “free toll service” and in 
lieu thereof file toll rates. 

[6, 7] Various of the applicant’s ex- 
hibits indicated that considering both 
the rate base advanced and the adjust- 
ed net operating revenues under the 
proposed rates, the applicant would be 
earning a rate of return of approxi- 
mately 8 per cent, and a witness for ap- 
plicant testified that in his opinion such 
arate of return for this company was 
reasonable. The support for such a 
high rate during this period of high 
costs seems to be based upon the fact 


that the applicant has a bad financial 
history and is in need of additional 
capital for the rehabilitation of its 


property. To follow this reasoning 
would result in a company having a 
bad financial history and inefficient 
plant being entitled to higher rates 
than a well-financed and well-main- 
tained company. We are not in ac- 
cord with this reasoning. On the con- 
trary, we feel that failure to maintain 
a telephone plant in a high state of ef- 
ficiency and to make additions and bet- 
terments to the extent necessary to 
keep pace with the modern standards of 
service results in subscribers receiving 
inadequate and unsatisfactory service, 
and companies providing such a serv- 
ice should not expect a rate of return 
which would compensate them at the 
same rate of return as is allowed com- 
panies which maintain a good stand- 
ard of service. The rate of return re- 


quested by the applicant is entirely too 
high for the type of service being ren- 
dered. The reasons advanced in sup- 
port of such a rate of return are not 
convincing or plausible. The appli- 
cant should bear in mind that it is the 
obligation of the owner of a public 
utility to provide the plant and make 
the necessary investments in that plant 
in order to give public utility service, 
and it is not the obligation of the sub- 
scribers to pay rates which will permit 
the owner of the utility to build a plant 
upon which it can then base a request 
for further increases. 

The record in this case is replete 
with admissions by applicant’s wit- 
nesses, testimony of subscribers, and 
the Commission’s chief engineer re- 
garding the poor service which is being 
rendered and the inability of the pres- 
ent plant to render the type of service 
that should be furnished. 

We have discussed the evidence in 
some detail for the purpose of determi- 
ning what weight should be given to 
the applicant’s claims of value for cost 
of service. We have refrained from a 
discussion of the estimated cost of re- 
production which was submitted, as 
this evidence included various items 
of cost of construction which were 
based on surmises only. For instance, 
this appraisal included allowance for 
omissions and contingencies even 
though it was claimed that the basis 
for the appraisal was a very accurate 
physical inventory. Estimated labor 
allowances, and many other items in- 
cluded therein, were derived from the 
experience of other companies. 

The audit report which was submit- 
ted by the Commission accountants ar- 
rived at the following recommended 
portions of a rate base: 
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Original cost of Telephone Plant 
at March 31, 1946 
Working ‘ capital, including ma- 
terials and supplies and prepay- 
ts 


$753,836.88 


24,811.92 


Without making any finding of a 
rate base and with no suggestions that 
the above items alone comprise the in- 
gredients of a rate base, we find that 
the actual return from operations for 
the year ended March 31, 1946, as 
shown in said exhibit, was at least 
$28,927.27. In the above computa- 
tion we have given no effect to our 
order in Case No. 10,723, nor have 
we made any adjustments to eliminate 
depreciation accruals of $3,200.11 in 
excess of the amount previously or- 
dered by the Commission for applicant. 

[8] The Commission is charged 
with the duty of fixing rates which will 
yield a reasonable average return upon 
the value of the property actually used 
in public service and to determine what 
are just and reasonable rates, charges, 
and rentals for services rendered by 
such a utility property. The Commis- 
sion is further charged with the duty 
of seeing that the practices, equipment, 
and services are just, reasonable, ade- 
quate, and efficient. It is the Commis- 
sion’s opinion that these two require- 
ments are interrelated and that a rea- 
sonable average rate of return can be 
determined only after consideration has 
been given to the question of whether 
the practices, equipment, and services 
are reasonable and just. Unless the 
Commission finds that services and 
equipment are adequate and efficient, 
it is not justified in fixing rates de- 
signed to allow a rate of return of 8%, 
as requested in this case, or even 6} 
per cent, which has been frequently al- 
lowed. The subscribers should not be 
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required to pay a full rate of return 
upon the value of the property actually 
used in rendering the service if the 
service so rendered is poor and the 
customer is unable to get the full bene- 
fit from his telephone. The Commis- 
sion represents both the applicant and 
the public in its rate-making authority 
and must give consideration to the 
quality of service in determining a 
fair rate of return to be paid by the 
subscriber. The evidence herein shows 
that the present rates of the applicant 
for most classes of service are now on 
or above the average charged by other 
independent telephone companies in 
Missouri, and that the proposed rates 
for all classes of service are substan- 
tially above the average for this group. 
The evidence further shows that the 
applicant’s present telephone plant is 
inadequate to render the service of the 
type which should be furnished by a 
company in this modern time, and the 
applicant is not giving the kind of serv- 
ice which the public is entitled to re- 
ceive. A telephone plant that is de- 
preciated as much as 43 per cent can- 
not be expected to give the quality of 
service the public is entitled to receive. 
The Commission is, therefore, of the 
opinion and finds that the applicant 
should not be entitled to file the rates 
for exchange telephone service, as set 
out in its amended application herein, 
while its plant is in its present condi- 
tion and the service is inefficient and 
inadequate. The Commssion will or- 
der the applicant to proceed as speedily 
as possible to rehabilitate and modern- 
ize its plant, so as to render adequate 
and efficient service to its subscribers 
and the public, and upon the comple- 
tion of the rehabilitation and modern- 
ization, the applicant may apply to the 
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Commission, in this case, for such ad- 
justments of its rates as will yield a 
fair return upon the value of appli- 
cant’s property actually used in public 
service at that time. 

The evidence does show that the 
applicant has entered into agreements 
with its employees for certain wage 
and working conditions adjustments, 
all of which are contingent upon this 
Commission, granting increases in 
rates, which, in the opinion of the ap- 
plicant, are satisfactory. It has not 
been the policy of the Commission to 
grant any increases in rates to com- 
pensate for increases in costs which are 
based upon such a contingency. It is 


not the practice of this Commission 
and we do not think it proper to be- 
come a party to any wage negotiation 
between utilities and its employees. 
The applicant presented evidence 


which indicated that some increases in 
wages will have to be granted and it 
seems likely that such increases, if they 
are granted, will have serious effect 
upon the net income of the applicant 
and its ability to continue to render 
telephone service to its subscribers. 
The Commission cannot at this time 
predict what such increased costs will 
be and we shall, therefore, to cover 
this contingency, at this time authorize 
applicant, before the effective date of 
this order, to file revised rate schedules 
designed to increase its gross revenues 
by the amount of wage and salary in- 
creases granted and in effect at that 
date. Also the request of applicant 
for the elimination of its so-called “free 
toll service” will be permitted. 

The audit of applicant’s books by 
the Commission accountants reveals 
that at March 31, 1946, there was a 
debit balance in the plant acquisition 


adjustment account of $190,907.37, 
which arose from the recording of the 
original cost of the telephone plant. 
We are of the opinion that this balance 
should be disposed of and in our order 
we shall require that within six months 
after the effective date of the order 
in this case the applicant shall submit 
to the Commission for approval a plan 
for the disposition of the balance in 
this account. 

It is, therefore, 

Ordered: 1. That the application 
of Middle States Utilities Company of 
Missouri to file the rates for exchange 
telephone service as set out in its 
amended application of April 30, 1947, 
be and it is hereby denied. 

Ordered: 2. That the Middle States 
Utilities Company of Missouri be and 
is hereby authorized, before the effec- 
tive date of this order, upon proper 
proof and subject to review by the 
Commission, to file with the Commis- 
sion revised schedules of telephone 
rates for telephone service furnished 
through the various exchanges owned 
and operated by said companies, which 
rates shall be designed to yield said 
company increased revenues in an 
amount to compensate said company 
for increases in wages and salaries 
which may have been granted to its 
employees and in force and effect at 
said time, but not to exceed the total in- 
creases in wages and salaries which 
the said company has heretofore sub- 
mitted to the Commission. The said 
company is hereby authorized to elimi- 
nate from its schedules of rates its so 
called “free toll service” and file toll - 
rates in lieu thereof. 

Ordered: 3. That Middle States 
Utilities Company of Missouri shall 
proceed as speedily as possible to re- 
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habilitate and modernize its plant so 
as to render adequate and sufficient 
service to its subscribers and the pub- 
lic and upon the completion of the re- 
habilitation of the plant the said com- 
pany may apply to the Commission, in 
this case, for such adjustment of its 
rates as will yield said company a fair 
return upon the value of its property 
actually used in public service at that 
time. 

Ordered: 4, That the Middle States 
Utilities Company of Missouri shall, 
within six months after the effective 
date of this order, file with the Com- 
mission for approval its plan for the 
disposition of the debit balance in Ac- 
count No. 100.4, Telephone Plant Ac- 


quisition Adjustment, appearing in its 
books. 

Ordered: 5. That the Commission 
shall retain jurisdiction in this case for 
the purpose of making such further or- 
der, or orders, as it may deem neces- 
sary from time to time. 

Ordered: 6. That this order shall 
be effective on November 1, 1947, and 
the secretary of the Commission shall 
forthwith serve certified copies of same 
upon all interested parties who shall 
notify the Commission before the effec- 
tive date of this order in the manner 
prescribed by § 5601, Revised Statutes 
of Missouri, 1939, whether the terms 
of this order are accepted and will be 
obeyed. 
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Nash-Kelvinator Corporation 


Wisconsin Gas & Electric Company 


2-U-2428 
December 30, 1947 


C 


Service, § 140 — Inability to serve. 


OMPLAINT by industrial customer against failure of gas util- 
ity to supply service; dismissed without prejudice. 


1. Public utilities are required by statute to provide only such facilities as 
are reasonably adequate; there is no absolute requirement that they shall 
in all cases provide facilities necessary to meet all demands for service that 
may be made upon them at any particular time, but only service which can 


be reasonably demanded, p. 31. 


Service, § 146 — Duty to serve — Gas utility — Shortage of supply. 
2. A gas utility lacking an available supply of gas and lacking facilities nec- 
essary to supply gas required to meet existing demands, and which has been 
authorized and directed to curtail its service, should not be required to meet 
the demands of an industrial customer when this could not be done without 
violating both the spirit and intent of the order directing curtailment, p. 31. 
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NASH-KELVINATOR CORP. v. WISCONSIN GAS & E. CO. 


By the Commission: On June 4, 
1947, this Commission received a let- 
ter from the Nash-Kelvinator Corpo- 
ration, Kenosha, pointing out that the 
gas service of the Wisconsin Gas and 
Electric Company was or soon would 
be inadequate to serve the complain- 
ant’s Kenosha plant. The communi- 
cation requested that an investigation 
be made into the feasibility of requir- 
ing the Wisconsin Gas and Electric 
Company to install plant facilities to 
insure an adequate and continuous sup- 
ply of gas to the applicant’s manufac- 
turing plant at Kenosha. 

A notice of investigation and hear- 
ing and assessment of costs was issued 
on June 25, 1947. 


APPEARANCES: Horace J. Mellum, 
Secretary, for Nash-Kelvinator Cor- 
poration; Shaw, Muskat and Paulsen, 
Attorneys, by J. D. Shaw, for Wiscon- 
sin Gas and Electric Company; H. T. 
Ferguson, Chief Counsel, G. P. Stein- 
metz, Chief Engineer, H. J. O’Leary, 
Chief Rates and Research Department, 
and J. A. Brady, Engineering Depart- 
ment, of the Commission staff. 

The Commission in this proceeding 
treated the letter of Nash-Kelvinator 
Corporation as a complaint against the 
respondent Wisconsin Gas & Electric 
Company, as provided in § 196.26, 
Statutes, alleging that the service of 
Wisconsin Gas & Electric Company to 
the complainant is inadequate or can- 
not be obtained. The evidence makes 
it clear that there is no lack of desire 
on the part of Wisconsin Gas & Elec- 
tric Company to furnish Nash-Kel- 
vinator Corporation with all of the 
gas facilities that the latter company 
needs or desires, and that such service 
as so demanded or needed has been re- 
fused only because the supply of gas 


presently available to Wisconsin Gas 
& Electric Company is not adequate 
to meet those demands or needs with- 
out depriving other customers of the 
utility of the service which they de- 
mand or need. The evidence also 
shows that this lack of available gas 
is due to the inadequacy of the facili- 
ties of Wisconsin Gas & Electric Com- 
pany to meet the immediate demands 
upon it. 

[1] Wisconsin utilities are required 
by § 196.03 to provide only such facil- 
ities as are reasonably adequate. 
There is no absolute requirement that 
they shall in all cases provide facilities 
necessary to meet all demands for serv- 
ice that may be made upon them at any 
particular time, but only “any service 
which can be reasonably demanded.” 
Section 196.37(2), Statutes. Thus, 
the essential issue in this case is wheth- 
er, under all existing circumstances, 
it would be reasonable to require Wis- 
consin Gas & Electric Company to pro- 
vide facilities sufficient to meet the 
present or prospective demand for gas 
which the complainant in this proceed- 
ing has made. The Commission can- 
not require the impossible of any utili- 
ty, and it is obviously impossible for 
Wisconsin Gas & Electric Company, at 
this time and with its present facilities, 
to meet the present and prospective 
demands of the complainant in this 
case and the necessary additional facil- 
ities could not be provided within the 
space of a year or perhaps more, even 
if it would be reasonable for the Com- 
mission to require that those facilities 
be provided. 

[2] The Commission has hereto- 
fore had occasion to consider both the 
lack of available supply of gas and the 
lack of facilities necessary to supply 
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the gas required to meet the existing 
demands upon Wisconsin Gas & Elec- 
tric Company, and has heretofore en- 
tered an order authorizing and direct- 
ing that utility to curtail its service. 
That order was based upon the con- 
clusion that under circumstances as 
they exist at the present time, it would 
not be reasonable to require Wisconsin 
Gas & Electric Company to provide 
the additional facilities necessary to 
enable that utility, immediately, or as 
soon as the time required for the con- 
struction of facilities would permit, to 
meet the existing and immediately pro- 
spective demands upon it for gas serv- 
ice. The reasons for thus authorizing 
and directing a curtailment of the serv- 
ice, or obligation of service, of Wis- 
consin Gas & Electric Company were 
set forth in that order issued under 
date of November 19, 1946 in docket 
2-U-2216, 66 PUR NS 117, and it 
would serve no useful purpose to repeat 
them here. 

The situation presented to the Com- 
mission in the proceeding docketed as 
2-U-2216, as aforesaid, as well as in 
this proceeding, is deplorable even 
though it has resulted to a very large 
extent, if not wholly, from conditions 
over which Wisconsin Gas & Electric 
Company was without control or 
which it could not reasonably have 
been expected to foresee. We consider 
now, as we did in the proceeding in 
which Wisconsin Gas & Electric Com- 
pany was authorized to curtail its serv- 
ice, that existing circumstances make 
it unreasonable for the Commission to 


require that utility, at the present time, 
to provide additional facilities designed 
to enable it to produce the supply of 
gas necessary to meet all of the exist- 
ing and immediately prospective de- 
mands of its present and prospective 
customers; and under circumstances 
thus controlling, we cannot reasonably 
require or direct Wisconsin Gas & 
Electric Company to meet the demands 
of the complainant in this case without 
violating both the spirit and intent of 
the order directing such curtailment 
of service. 

The Commission finds : 

That the duty of Wisconsin Gas & 
Electric Company to provide reason- 
ably adequate facilities does not in- 
clude, at this time, the duty to provide 
the additional gas-production facilities 
necessary to enable that utility to meet 
the demand of the complainant in this 
case. 

The Commission concludes : 

That Wisconsin Gas & Electric 
Company cannot, at this time, be re- 
quired to meet the present and prospec- 
tive increased demand of Nash-Kel- 
vinator Corporation, as specified in the 
complaint and evidence in this proceed- 
ing; and that the complaint of said 
complainant should therefore be dis- 
missed upon its merits. 


ORDER 


It is therefore ordered: That the 
complaint in the above-entitled pro- 
ceeding be and hereby is dismissed 
without prejudice, however, to a re- 
newal of such complaint. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by none: tae 
also notices of changes in personnel. 


Illinois Power Co. to Spend 
$53,000,000 in Three Years 


XPENDITURES for property additions aggre- 

gating $53,000,000 during the three-year 
period ending December 31, 1950, are planned 
by the Illinois Power Company. 

Of this amount it is expected that $16,000,- 
000 will be expended in 1948; $20,000,000 in 
1949, and $17,000,000 in 1950. 

Projects to be built include the completion 
of the third, fourth, and fifth units each with 
name plate rating of 40,000 kilowatts capacity 
in the Havana generating station at a remain- 
ing cost of approximately $11,500,000. One 
additional unit and boiler are scheduled for 
operation in the late fall of this year, another 
generating unit and three additional boilers 
should be in operation late in 1949, and the 
remaining unit late in 1950. 

Also being constructed is the Wood river 
generating station at an estimated cost of $18,- 
000,000. Initial development of this station 
will consist of three generating units each 
with a name plate rating of 40,000 kw capacity 
and three 450,000-pound-per-hour boilers, The 
building to house such units is scheduled for 
completion during 1949; two generating units 
and two boilers are scheduled for operation by 
December 1, 1949 and the third unit and boiler 
a year later. 

Illinois Power also is building 138 kv trans- 
mission lines and substations to transmit 
energy from power stations to load centers at 
an estimated cost of $11,500,000. 


AGA Issues New Booklet 
In Home Service Series 


66 Fyome Service Serves the Community” 
is the title of a new booklet announced 
by the home service committee of the Amer- 
ican Gas Association. It is one of a series of 
training booklets in the Home Service Manual 
which is devoted to the aims, organization, and 
operation of home service departments in the 
gas industry, 

Mrs. Mary Belle Burnett, home service di- 
rector of The Cincinnati Gas and Electric 
Company, and chairman of the 1947 home 
service committee, was in charge of its prep- 
aration. Containing forty-eight pages and 37 
illustrations, the booklet brings up to date the 
subject of training for home service “on the 
job.” Sales managers, as well as home service 
personnel, will be interested in its valuable 
information. 

The lecture demonstration is featured and 
the contents are as follows: Planning the lec- 
ture demonstration; home service audiences 


for the demonstration; auditorium and plat- 
form arrangements ; supplementary aids to the 
demonstration ; test kitchen and laundry work; 
preparation of illustrative material and com- 
plements to the demonstration such as radio, 
news-writing, and dealer codperation, 

This new booklet supersedes the two former 
booklets of the Home Service Manual entitled 
“Inside Activities” and “Outside Activities.” 
It is priced at 40¢. Orders should be addressed 
to the American Gas Association, 420 Lexing- 
ton avenue, New York 17, New York. 


Remington Rand Issues Bulletin 


Gane practical lines of attack on break- 
even points through methods of reducing 
costs and increasing production are outlined 
in a new, illustrated brochure available from 
Remington Rand Inc. These are specific, test- 
ed procedures that are based on case history 
experiences of successful operations. They in- 
clude suggestions that can be adopted directly 





With or Without 
Nut Retainers 


This Sherman Con- 
nector assures tight, 
permanent, 
dependable wire 
connections, without 
excessive wrench 
torque, because 
threads on both 
body and nut are 
machine cut, and 
checked with preci- 
sion gauges to mate 
perfectly. 
H. B. SHERMAN MFG. 
Battie Creek, Mich 
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MAXIMUM CONTACT 
provided by V - groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of 
Conductor Fittings. 


PENN-UNION 


COrnoucrownr FIirring ™ 








or adapted to fit special requirements of manu- 
facturing, purchasing, planning, and sched- 
uling, and stores departments of large and 
small companies alike. They are realistic at- 
tacks on rising break-even points through ef- 
fective, down-to-earth methods of avoiding 
production delays and forestalling bottlenecks 
that raise break-even points unnecessarily. 

Copies of this brochure KD 367 can be ob- 
tained from any office of Remington Rand or 
by writing to Systems and Methods Research 
Department, Remington Rand Inc., 315 Fourth 
avenue, New York 10, New York. 


El Paso Natural Gas Plans 
$3,323,000 Program 


FE" Paso NaturAt Gas CoMPpANy has been 
authorized to construct additional natéral 
gas pipe-line facilities at an estimated cost of 
$3,323,000. 

The proposed facilities would deliver a total 
of 20,000,000 cubic feet of natural gas daily 
to Tucson Gas, Electric Light & Power Com- 
pany and to the Central Arizona Light & Pow- 
er Company to meet increasing demands for 
gas service in Tucson and Phoenix. 

Facilities authorized include about 83 miles 
of pipe line ranging in size from 44-inch to 
16-inch; 7,600-horsepower compressor capat- 
ity; a dehydration plant addition; an addition 
to a gas purification plant, and other necessary 
equipment. : 


Connecticut Power Co. Plans 
Extensive Plant Improvements 


C= NECTICUT Power CoMPANY plans exten- 
sive plant improvements in the next two 
years to cost $4,200,000, according to a recent 
announcement. 

The program includes new steam boiler ca- 
pacity at Stamford and major system improve- 
ments in Manchester, Middletown, New Lon- 
don, Torrington, and elsewhere in the terti- 
tory served. 


A-C Bulletin 


PERATING and construction features of the 
Allis-Chalmers transformer-type 
& per cent step feeder voltage regulator are 
described in a new 24-page illustrated bulletin 
released by the company. 
Copies of the bulletin, 01B6065A, are avail- 
able upon request from Allis-Chalmers Mig. 
Company, Milwaukee 1, Wisconsin. 


Recent Boiler Design Practice 


HE Bascock & Wrtcox CoMPANY ai 
nounces the publication of a paper on 
cent Boiler Design Practice,” presented by W. 
H. Rowand, executive assistant of the com- 
pany, at the Charleston meeting of The Amer 
ican, Society of Mechanical «Engineers. im 
portant factors which influence the desig 

steam generating equipment are 
illustrated, and the publication outlines Te 
The Babcock & Wilcox Company 


(Continued on page 25) 
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Sound Solid 


Construction 
from the Ground Gp 


One look at a heavy duty GMC is all you need to see 
that here is a vehicle built to hau! heavy loads and do 
truck jobs. GMC heavy duties are sound and solid 
the ground up. . . designed, engineered and 
produced to provide powerful, dependable, long-lasting 
performance on toughest hauling assignments. 
Frames are truck frames . . . deep and thick. Axles are 
truck axles .. . heavy and strong. Engines are truck 
engines . . . war-proved valve-in-heads. In every feature 
.. in weight ratings from 19,000 to 90,000 pounds 
.. GMC heavy duty trucks give you extra stamina 
and extra value for every dollar you invest. And many 
models are now available for quick delivery. 
GMC TRUCK & COACH DIVISION e GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 


pe OO 


oe: : 


For Peace ...Turn In Your 
Old Scrap Iron and Steel 
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THe CUSTOMER'S DIGNITY WAS HURT . . . but the 
store had worse wounds to lick, Their floors were 
slippery; shoppers constantly took spills. Many 
were minor, but serious injuries hit a two-a-week 
average. While claims piled up, the store's repu- 
tation dropped. 
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“Can we write our own insurance?” the store Polished floors CAN be safe! A Legge floor expert 


asked itself. ‘Insurance companies can’t carry poor proved that. Six months ago he introduced a floor 
risks.”” So when the insurance men blamed the slippery maintenance program that gave the store bright-look- b: 
floor polish, the store asked advice. “Call in Legge,” ing, Non-Slip floors. Not a single shopper has slipped | 
was the answer. since then! al 
ARE YOUR INSURANCE RATES TOO HIGH? . 
Your accident record determines your liability insurance rates, Slippery floors keep both 
high. That's one of the “hidden” costs of old-fashioned floor maintenance discussed 
in our free booklet, “Mr. Higby Learned About Floor Safety the Hard Way.” d 


Ic reveals other drains on overhead; tells how a Legge expert engineers a scientific 
upkeep plan to your floors that saves life, limb and dollars. 












IT’S YOURS WITHOUT OBLIGATION. For your i WALTER G. LEGGE co. INC. ie 
copy, clip coupon to your letterbead and mail. | ped hres — Shan il. 
r Gentlemen: 

Please send me your free book, “Mr. 
I) Higby Learned About Floor Sofety he 











S 1 Hard Woy.” 
Signed 
cay ee G. LEGGE can gaheil ES: Bess 3 
New York * * St.lovis + Chicago «+ Ft.Worth « . p Pepe of Mecano 


sq. ft. ris 
— oe oe aoe cee ee ee oe 
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ait etn ne * Denver + Rochester * cuaaus + Reem coo 
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INDUSTRIAL PROGRESS—( Continued) 





(Continued from page 22) 
equipment to provide efficient operation for 
sustained periods with high availability and 
low maintenance. Emphasis is placed on the 
fact that to produce these results the needs 
and requirements of the user must be thor- 
oughly discussed and projected into the equip- 
ment during the design stage. 


Sylvania Appointments 


ARLAN Morse and Frederick W. Fulle 

have been appointed merchandising man- 
agers of the lamp division and fixture division, 
respectively, of Sylvania Electric Products, 
Inc., according to B. K. Wickstrum, general 
sales manager of the lighting division. 

Mr. Morse, who has been directing sales ac- 
tivities for both divisions, will now devote his 
entire time to the merchandising policies, sales 
promotion, and distribution problems incurred 
by the expanding production volume of Syl- 
vania Electric’s lamp division. 

Mr. Fulle will assume the same responsibili- 
ties for the fixture division. 


San Angelo Telephone Co. 
To Spend $250,000 

AN estimated $250,000 will be spent this year 

by the San Angelo Telephone Company, 
serving nineteen West Texas cities and towns, 
in a half-million-dollar expansion program 
launched in 1945 and delayed by material 
shortages. Three thousand new phones will be 
provided; unfilled orders number 2,100. 


Kansas-Nebraska Natural Gas 
Plans to Increase Capacity 


” ANSAS-NEBRASKA NATURAL Gas COMPANY, 
Inc., Phillipsburg, Kansas, has applied 
for authorization to construct and operate fa- 
cilities to increase the capacity of its gas pipe- 
line system to meet demands of its existing 
markets and to provide additional gas for new 
markets in Kansas and Nebraska. Cost of con- 
struction has been estimated at $3,130,865, or if 
alternate plans are used, $3,366,665. 


Speco Offers New High-Heat 
Resisting Aluminum Paint 


Povuction of Heatrem, a new high-heat re- 
sisting aluminum paint has been announced 
by Speco, Ine. It is made specifically for use 
on exterior and interior metal surfaces where 
temperatures reach 1500° F. or any wood, 
brick, or concrete surfaces exposed to extreme 
heat. 

The manufacturer recommends Heatrem for 
painting boilers, furnaces, condensers, com- 
pressors, ovens, stacks, engines, steam lines, ex- 
haust manifolds, and all metal surfaces where 
heat ranges between 1000° F. and 1500° F, 


All-Purpose Tool Kit 


A NEw all-purpose portable tool kit, which 
provides in one compact unit the neces- 
sary equipment for a multitude of utilities 
service and repair jobs, has just been an- 
nounced by Ingersoll-Rand Company. 





Personnel Directors! 


A new and rapid technique for urinalysis is now being recommended 
by leading Life Insurance Companies to their Medical Examiners. Both 
albumin and sugar tests can be made on only one 5-drop sample. No 


liquids, no heating. 


This procedure is so accurate and timesaving that your medical 


department should have full information. 


Ideal for use in physical examinations of personnel. 


SEND US THE NAME AND ADDRESS OF MEMBERS OF YOUR MEDICAL STAFF 
INTERESTED IN URINALYSIS AND WE WILL SEND FULL INFORMATION. 


Cargille Scientific Inc. 
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How to get the RIGHT answer 


if you need ENGINEERS 
uv need CONSTRUCTORS 
SINESS CONSULTANTS 


cool yo 
eoclft yOu need BU 


EBASCO’s al! all these --- and More! 


rk for? Esasco’s large staff of specialists aids 


..eWHO do we wo 
large and small—any place in the world. 


business and industry — 





ever they need highly 
taffs lack the technical 
k on a single job or 


rk for them? Whene 
. when their own § 
or the facilities. We wor 


..e WHEN do we wo 
specialized assistance - - 
background, or the time, 
on a continuing basis. 

or them? Exsasco pro- 
capable of following 


HOW do we work f 
grated team 
oblem from start to finish. - 


vides an inte 
through on a pr 


A complete outline of 
Epasco’s individualized serv- 
ice to top-management is con- 
tained in the prochure “The 
Inside Story of Outside Help” 
—a guide to su! ccessful outside 
business and in- 


help in your 
dustry. Your copy on request. 


EBASCO 


SERVICE 


rHCORPORATED 
Two RECTOR STREET, NEW yoRK 6, N. ¥- 


Engineers—Constructors— Business Consultants 


yo 
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For dependable power and performance 


you can always trust EXIDE BATTERIES 





In central stations and sub-stations 
throughout the country thousands of 
Exide Batteries are ready to respond 
instantly to every power demand. They 
are being used for control bus and 
switchgear operation, emergency light- 
ing, many other storage battery tasks. 
Whatever the job, you can always 
trust Exide Batteries for peak perform- 
ance and maximum battery economy. 


Exide Batteries have earned the 
confidence of engineers everywhere. 
Their widespread use is proof of their 


dependability, long life and ease of 
maintenance. 


Whatever your storage battery 
problems may be, Exide engineers will 
be glad to help you solve them. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


a 
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THEY NEVER LET YOU DOWN IN THE PINCHES... 


.. and it’s easy to see why. Their compact full crawler wheel-type 
design, rugged all-welded unit-type construction and wide range of 
digging and travel speeds assure fast work and dependable day- 
after-day performance with a minimum of down-time. Records of 
thousands of jobs, pipe line, drain tile and conduit, in all sorts of 
soil and over all kinds of terrain have proved conclusively that 

CLEVELANDS have the stamina and power to take the toughest 
iat’ WN going and meet and beat schedules at rock bottom costs. 


THE CLEVELAND TRENCHER co. 


20100 ST. CLAIR AVENUE en On i oe i) 2 oe ee On 
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Rust 


Add to Your Profits by Saving on Maintenance!” 


The annual bill to industry for loss by rust is $6,000,000,000. 
You contribute a share to this waste if you fail to protect all 
rustable metal in your buildings, power lines, structures, etc. 
Rust-Oleum Rust Preventives will help ycu to achieve greater 
net profits by a sharp reduction in the cost of maintenance of 
exterior and interior metal surfaces which rust. 


You profit by using Rust-Oleum. It saves labor four ways—. 
1. Less preparation is required. 2. Can be applied 25% faster. 
3. Covers 40% more area per gallon. 4. Depending on condi- 
tions under which it is used, Rust-Oleum outlasts ordinary 
materials two to ten times. 


All these savings contribute to increased profits. Rust-Oleum 
adds extra years of life to buildings and equipment. 


Distributors in Principal Cities 


This catalog gives facts on how 
to stop rust. We'll gladly send 
&@ copy to all utility officials. 
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his pool, for it’s the combining of effort. 
Wh ether on the idea of moderni i ores, 
it’s a thre . Yo i your 
community; retai i - we mor modeling Work 


Right now h i i i n. Merchants know 
what modernization n do for them, to revitalize their 
businesses. Mor ising | leading retal 
publications stress i i 
selling; shows 

attracting more customers 

thousands of merchants w 

burgh Glass and Pittco Store Front 

ing recommendations of their local utility, ;mmeasurab e 





ood. 

So, let’s get together. In any discussion of store modernization with 
our custome®rs, our specialists gre at your disposal. We invi 

utilize their knowledge and experience in thet tter 

your community: 
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ONLY DODGE OFFERS 





\ 


ee 


— HANDLING BECAUSE OF NEW CHASSIS DESIGN 


You can turn these new “‘.Job-Rated” trucks much easier, too. You can turn at a full 37- 
in much smaller circles—and steering is degree angle, both right and left, regardless 

of tire size. This is due to a new type of 
steering, in combination with shorter wheel- 
bases. With shorter wheelbases, Dodge gives 
. standard cab-to-axle dimensions to accom- 
modate standard-size bodies . . . and even 
: longer cabs. Front axles have been moved 
back and engines forward, placing more of 
the engine and cab weight on the front axle. 

You get much better weight distribution. 


)ALL-WEATHER VENTILATION 
--»- MORE COMFORT 
Year-’round comfort is assured by a com- 
bination of air intake, hot water 
truck heater, defroster tubes, vent win- 
dows, and cowl ventilator. New weight 
distribution, wider tread front axles, and 
adjustable “‘Air-O-Ride” seats produce 
a wonderful new “‘cushioned ride.” 


3 IN ALL—248 BASIC “Job-Rated’’ MODELS 


hw = we Every unit of every Dodge truck, from engine to rear 
axle, is “‘Job-Rated” for economy, performance, and 


D on fs f- long life. You save money with a truck that fits your 

job! 248 different basic chassis and body models, ne 

“ “ty neered for gross vehicle weights up to 23,000 pounds, 
Jet Kaled and gross train weights up to 40,000 pounds. 


Sy and only Dodge builds” 4ot-Raited “trucks! 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tur American Arppraisat Company 
ORIGINAL COST STUDIES «e VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE | SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 


ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








xi Ford, Bacon & Davis 


&D N t N 
VALUATIONS Engineers yong 


REPORTS 
NEW YORK © PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


Sonne POWER ENGINEERING SINCE 1906 p.os.sing and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, in tilities and Industrials Rates, Research, Reports, 
Operating Betterments, Soremng a Personnel Relations, 


Inspections and Surveys, Reading bd Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington ¢ New York Accident Prevention. 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE COLUMBUS, OHIO 





ENGINEERS ; CONSTRUCTORS 
1518 Walnut Street, © Philadelphia 2, Pa 


Woshington 5 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 
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Pioneer Service SS nenyeTIng Co. 


SPECIALISTS IN 


CONSULTING, DESIGNING AND 
ACCOUNTING, FINANCING, RATES, 


OPERATING ENGINEERS 


PURCHASING a /7, INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 








Mm Complete Services for GAS and ELECTRIC eee 
DESIGNING « i « hidicews spall HE Pence al 


PIPING * EQUIPMENT 


Complete Plants, Additions or Installations . . 
> detoi! geared to more profitable ope retion. ENGINE Se CONSTRUCTORS e MANUFACTUR 


s, Refiner y Catalog, etc for details 





SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 











E. A. STEINBERGER 
Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
1309 Liberty Bank Building Dolles 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 

Consulting Engineering 
NEW YORK 4, N. Y. 








80 BROAD STREET 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


c Iting Enai: s 





Water, Sewage and ig | Waste 
Airfields, Refuse Incinerators, industrial "Buildings 
City Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION _ SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatre St., Cuicaco 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 


struction of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprau.tic Structures — UTILITIES 
FLoop Contro. — Water Works 


Baltimore Life Bldg. 


Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


Contractors 


COMMERCIAL INSTALLATIONS 
537 SouTH DEARBORN Sr. 


A. S. SCHULMAN ELEctric Co. 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — PowEeR STATION — INDUSTRIAL — 


CHIcaco 











W. C. GILMAN & COMPANY 
ENGINEERS 


and 


FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











FRANcIs S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 


CONSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MATTERS 
639 South Spring Street, Los Angeles 14, Calif. 


261 Broadway, New York 7, N. Y. 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS °¢ 
DESIGN © SUPERVISION 


New Haven, Connecticut 

















JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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Representation in this Professional Directory 
may be obtained at very reasonable rates. 
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45 Gal. Table Top THAT ASSURE 


I | fC CUSTOMER SATISFACTION 


“SCOTS GUARDSMAN” device keeps cold water at bottom 
80 Gal. Round of tank. Eliminates ‘cold spots,” increases life of heating 
elements and thermostats. 
MAGNESIUM ANODIC PROTECTOROD*— Prevents corro- 
sion. Assures years of clear, rust-free water 
CHROMALOX IMMERSION-TYPE HEATING UNIT— Quick- 
acting. Trouble-free. Long-lived. Economical. 
FAST RECOVERY—'‘‘Recovery”’ is the engineer's name for fast 
heating! Heats as much as 50 gallons per hour! 
ZINC-LINED TANK—Does not crack or chip from heat-expan- 
sion or cold-contraction. Heavily coated, inside and out, for 
lasting protection. Tank all-welded, hot dipped. Extra heavy- 
gauge. 
FIBERGLAS INSULATION—3” thick blanket surrounds sides; 
6” to 12” on top, 3” on bottom. Keeps heat IN. Keeps 
costs DOWN 
NINE DIFFERENT MODELS to choose from—the largest ca- 
pacity Table Top model, 45 gallons, plus eight round models 
in Capacities ranging from 10 to 100 gallons 
BEAUTY THAT LASTS—Each Presteline automatic water heater 
gets 27 coats of baked enamel. 


l0and 15 gallon models 

plug into 110 volt circuit 

~ideal for doctors’ and ELECTRIC RANGES AND WATER HEATERS 

i Ss Products of PRESSED STEEL CAR COMPANY, INC. 
Since 1899 Makers af Fine Steel Products 


Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, Illinois 
*T M U S. Pat. Off. Applied For 
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